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Metals from Aiuminum to Zirconium 


NATIONAL DISTILLERS... growing in metals 
through its new Bridgeport Brass Division 


Bridgeport Brass Company—leader in nonferrous metals 
for nearly a century—is now an operating division of 
National Distillers and Chemical Corporation. Its man- 
agement and research skills, production facilities and 
aggressive sales force are important additions to the 
National organization. 


Bridgeport, famed since 1865 for its copper and brass, 
also entered the aluminum industry in 1951 and has pre- 
pared for increasing demand through research and plant 
expansion. Recently, Pridgeport added stainless steel to 
its line of alloys. 


National itself has been actively engaged in turning out 
missile-age metals—titanium, zirconium, hafnium 
through 60°; -owned Reactive Metals, Inc. Light-weight, 


NATIONAL DISTILLERS and 
CHEMICAL CORPORATION 


NATIONAL DISTILLERS PRODUCTS CO. 


Divisions 


BRIDGEPORT BRASS CO. 


KORDITE CO. 


heat-resistant titanium continues to play an indispens- 
able role in America’s space program. Zirconium and 
hafnium are key metals in atomic-power projects. 
Bridgeport, too, produces special metals such as uranium, 
titanium, columbium, beryllium and yttrium. 


There is a growing relationship in industrial usage 
between metals and_ polyolefin plastics. National’s 
expansion in metals, complementing its polyethylene 
production facilities, equips it to meet fast-developing 
customer requirements in this area. 

National’s continuing program for growth in metals, 
industrial chemicals, plastics and fertilizer chemicals is 
designed to help meet the nation’s increasing needs for 
vital modern materials for peace and defense. 
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RECORD ATTENDANCE. Nearly 19,000 share owners attended the 1961 annual meeting of A. T. & T. This was the largest 
attendance ever recorded by any business. There was full and free discussion of many matters—evidence of democracy at work. 


Now...2,000,000 Bell Telephone Share Owners 





A NEW MILESTONE IN DEMOCRACY 
AND AMERICAN BUSINESS 


The ownership of the country’s 
largest business by over two million 
people is a dramatic testimonial to 
the American economic system. Here, 
for all the world to see, is democracy 
at work. 


The result is a communications 
service of increasing value to both 
the public and business and a vital 
element in national defense. 


The owners of American Telephone 
and Telegraph Company stock are 
people in all walks of life, in every 
section of the country. 


BELL TELEPHONE SYSTEM 


A great many are small share own- 
ers. About 290,000 own fewer than 
ten shares. 42°% are women. An ad- 
ditional 31%. are joint accounts. gen- 
erally in the names of husband and 
wife. More than 300,000 are tele- 
phone employees. 

In addition to the direct owners, 
many millions of other people have an 
important, beneficial interest through 
the holdings of their insurance com- 
panies, pension funds, investment 
companies, unions, savings banks. etc. 


Without the money that A. T. & T. 


share owners have put in the business, 
you could not possibly have the tele- 
phone service you enjoy today. Nor 
would there be work and wages for 
over 730.000 employees. 

This year alone share owners have 
furnished $961.000,000 in new capi- 
tal by subscribing to A. T. & T. stock. 


Given the opportunity to plan 
boldly for the future—and with earn- 
ings on a level that makes such prog- 
ress possible — you can be sure that we 
will make further contributions to the 
growth and security of the nation. 
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Which 
Nationalfiease 


plan fits 
your 
trucking 


needs? s= 


® THE CHANGE-OVER PLAN 

We take over all of your present truck 
and maintenance problems, help you 
reorganize your truck facilities and per- 
sonnel. We supply you with new vehicles, 
engineered and painted to your exact 
requirements, or will buy and recondi- 
tion your present fleet. 

® THE ADD-A-TRUCK PLAN 

As your business expands, don’t use vital 
capital for more trucks, lease new ones 
as needed 

* THE TRUCK RETIREMENT PLAN 

As each truck in your fleet needs replace- 
ment, instead of buying a new one, lease 
it. {n a few years all your vehicles are 
leased. 

* THE PILOT PLAN 

Instead of switching from ownership to 
leasing in all locations, select one loca- 
tion (or division) for a “pilot” operation 
using full-service leased trucks, compar- 
ing costs and headaches with trucks 
which you still own and maintain. 


Lease a new CHEVROLET or other fine truck. 
No investment, no upkeep, no headaches 


LEASE FOR PROFIT—NATIONALEASE full 
service truckleasing supplies everything 
but the driver. Licensed, insured trucks, en- 
gineered and painted to your needs, gar- 
aged and expertly maintained. ONE in- 
voice, NO worries. Devote your full time 


ALL your capital to your own business 


National know-how; local 
controls—write for literature. 


NATIONAL TRUCK 
LEASING SYSTEM 


Serving Principal Cities 
in the U.S. and Canada 


23 E. Jackson Bivd., Suite R-8 Chicago, Ill. 
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Peace Corps (Cont.) 


Sir: Your editorial on the Peace Corps 
(Fact & Comment, Forses, July 1) just 
plain makes me burn. Now you propose 
to back a scheme to send a bunch of in- 
experienced young people to foreign 
lands to face unusual health, cultural 
and living conditions. 

Why doesn’t this great Uncle of ours 
allow an income tax credit to the man in 


| the street so that he can travel and 


spread Americanism—and not the pink 
variety developed in so many of our 
colleges. 

—T.J. Swirt Jr 
Lodi, Calif. 


Sir: If Mr. Kennedy and his pseudo- 
liberal advisers want really to build 
some good will abroad for the US., I 
suggest that they reduce taxes so that 
people can have more to contribute to 
non-profit organizations 
which carry on missionary work over- 


| seas. When efforts of this type are han- 


dled by private groups, they, because of 


| their decades of experience, can screen 
| out the starry-eyed, see-the-world appli- 


cants. 
The Peace Corps is just another idea of 


| the liberals to get the American tax- 


payer to subsidize their agents in spread- 
ing their socialist one-world projects. 

—Morris E. Harwe.t 
Alexandria, La. 


Str: The Peace Corps is certainly a 
step in the right direction to accomplish 
these two purposes: 1) mature our young 


| people; 2) offer better understanding of 


our “way of life” to those who may never 
meet an Ambassador of our foreign serv- 
ice. It has always been my belief that 
better understanding should be devel- 
oped at a sort of “grass roots” level of 
foreign diplomacy. 

—A.L NEWMAN 
Danville, Va. 


4rt Conservation 


Sir: In regard to Mr. Forbes’ editorial 
“Tradition vs. Progress” (Fact & Com- 
ment, Forses, July 1), may I suggest fol- 
lowing a European practice. By simply 
moving a landmark to a different place 
it is possible to save it and simultaneously 
eliminate obstruction to progress. Would 
it not be possible to move the Manhattan 


| Bridge colonnades to a public park so 


that everybody could still enjoy it? 
—Dr. MAx KRONENBERG 
Cincinnati, Ohio 


The monument’s sculpture currently is 
destined for the Brooklyn Museum. 


| while the fate of the colonnades them- 
| selves, because of their great size, is still 
| uncertain—Eb. 

| 


Selling Energy 


Sir: You mention (“Are Salesmen Nec- 
essary,” Forses, July 1) that Energy 


| Fund is “among other no-load funds 


showing better than industry gains” in 
sales last year. 

The Energy Fund did better than this. 
With gross sales of $6.5 million, it tops 
the fund you singled out for second place 
in the sales derby by $1 million. 

—Irvinc L. Straus 
Vice President 
Energy Fund 
New York, N.Y. 


Road to Bayonne 


Sir: In your June 15 issue you com- 
ment on the fact that Jersey Standard 
this year held its annual meeting outside 
of the state. In attempting to make your 
point more graphic, you refer to “the 
rather inaccessible refinery at Bayonne.” 

For your information, Bayonne is lo- 
cated within three miles of every major 
highway serving the New York metro- 
politan area. It is my contention that if 
two cars left the front of your building at 
70 Fifth Avenue at the same time, one 
going uptown to Columbus Circle and 
the other to Bayonne, the one going to 
Bayonne would arrive first. 

—Haroip G. Tucker 
Bayonne, N.J. 


Has Reader Tucker ever tried to get 
through the Holland Tunnel at rush 
hour?—-Ep. 


Loading Charges 


Str: How does a mutual fund operate 
without a loading charge? Do they have 
an unloading charge, and how much? 

—H.R. GAYDEN 
Jackson, Miss. 


Since they operate without salesmen 
such funds need charge no sales com- 
mission. Like all funds, however, they 
do levy an annual management fee and 
many charge 1% for redemption—Eb. 


Surplus Cash 


Sir: In an effort to increase our econ- 
omy’s rate of growth, the Administration 
has recently proposed to give more liberal 
depreciation and depletion allowances. 
Yet your recent article on corporate bank 
balances (“Plenty of Cash,” Forses, July 
15) indicates that most corporations are 
already overloaded with plenty of cash. 
Why do they need more help when they 
obviously are not finding it easy to invest 
their own money? 

—WILiiAM LEVIN 
New York, N.Y. 


Drugs for Less 


Str: I don’t see why Forses, togethe: 
with the American Medical Association, 
is looking down its nose at Spiegel’s plan 
to sell drugs at cost (“The Medicine 
Man,” Forses, July 15). Even with a 
service charge for credit, Spiegel’s prices 
should be a lot lower than those of the 
corner druggist. And for those of us who 
are under regular medication, that’s a 
real break. 

—WILLIAM ROBINSON 
Boston, Mass. 
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Our “New” Editor 


THE earnest, shirtsleeved and owl- 
ish individual shown below expos- 
tulating over the early draft of a 
Forses’ story will be found listed 
by name on the adjoining page un- 
der the title of Editor. For James 
W. (Walker) Michaels the title 
“editor” is new with this issue, but 
Jim Michaels could hardly be de- 
scribed as “new” to Forses. 
Michaels, just turned 40, is an 
up-from-the-ranks veteran of the 
team that has 
guided this mag- 
azine from a 
circulation of 
130,000 in 1954 
to almost 350,000 
today. He is a 
short, brisk and 
sometimes  ab- 
sent-minded up- 
state New York- 
er, who _ has 
spent most of his 
adult life as a 
working journal- 
ist. 
With the ink 
barely dry on 
his Harvard Col- 
lege diploma, he volunteered in 
1942 as an ambulance driver for 
the privately sponsored American 
Field Service and spent two years 
with the old British-Indian Army 
in India and Burma. Jim Michaels 
ended by spending almost seven 
years in the Far East. After a stint 
of working for the U.S. State De- 
partment Michaels talked himself 
into a job as a foreign correspond- 
ent for the United Press. As UP 
bureau chief in New Delhi, India, 
he got to know such world famous 
characters as Nehru and scored 
a beat on the tragic assassination 
in 1948 of Mohandas K. Gandhi. 
Back in the U.S., Michaels 
poured the same intensity into 
business journalism that he former- 
ly had into foreign corresponding. 
Joining ForBes as an associate edi- 
tor in mid-1954, Michaels was 
made assistant managing editor 
the following year and managing 
editor early in 1957. Thus, it sur- 
prised no one when Michaels suc- 
ceeded Editor Byron David Mack 
when Mack resigned last month to 
devote himself to private projects. 
Carrying On. Michaels’ appoint- 
ment heralds no major changes in 


Forbes inc. 


Forbes content or format. But, 
he is brimming with plans to sharp- 
en and streamline Forses’ editorial 
tools to cope with the increasingly 
fascinating, but increasingly com- 
plex business world of the 1960s. 

A fair taste of what Michaels has 
in mind is contained in this issue. 
The bare statistics of Curtis Pub- 
lishing Co.’s woes were widely 
known in the trade, but the human 
story behind it has seldom been 
told. Forses, in 
its leadoff story 
for this issue, 
“What’s Up at 
Curtis?” has fill- 
ed the gap. Act- 
ing on a tip, Mi- 
chaels assigned 
Associate Editor 
Jean Ross-Skin- 
ner to look into 
the heavy stock 
accumulation go- 
ing on in the big 
publishing com- 
pany. Working 
against time, 
Miss Ross-Skin- 
ner, a deceptive- 
ly softspoken young Englishwoman, 
made scores of telephone calls, had 
numerous interviews and worked 
late over her typewriter. The result 
is on page 12. 

Of a far more leisurely genesis 
is the feature story in this issue, 
“Can George Do It Again?” In an 
editorial brainstorming session a 
few months ago, an editor won- 
dered aloud how American Motors 
was holding up against the com- 
pact competition. Associate Editor 
Dero Saunders, no stranger to De- 
troit, volunteered to find out. Eight 
weeks and an extended trip to De- 
troit later, Saunders (aided by 
Researcher Jo Spencer) produced 
the penetrating and colorful study 
of American Motors that begins on 
page 14 of this issue. 

In future issues, as in past ones, 
ForBEs readers can expect a con- 
tinuing diet of both these types of 
stories. But whatever the story, 
the reader can be sure of one thing: 
they will be full of facts and in- 
sights not available elsewhere in 
print. “Never forget,” Jim Michaels 
constantly reminds Forses staffers, 
“that our story begins where the 
newspaper story leaves off.” 
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Good 
as 


Gold. - 
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By common consent, one of the 
loveliest lines in literature is Eurip- 
ides’ evocative 

“The apple tree, the singing, 

and the gold...” 

Somehow it seems to suggest 
all that is most desirable in life: 
the beauty of nature, the splendor 
of art, and the means of living as 
one pleases. 

Even 2400 years ago, old Eurip- 
ides recognized the fact that the 
apple tree in your own back yard 
and the art museum in your native 
city might not be quite enough. 
After all, you might want to look 
at an apple tree a thousand miles 
away, or buy a fine painting to 
hang on your own wall. And for 
those things — as for many others 
— you would need gold or its 
equivalent. To put it another way, 
the best things in life may be free, 
but being in a position to enjoy 
them to the fullest is likely to cost 
money. 

Unfortunately, giving money 
away is not our business. But help- 
ing people invest their money to 
make money is. If you have any 
questions about investing, just 
write to us and we'll give you the 
best answers we can. 


But send no gold for such help. 
Save that for the apple tree and 


the singing. 


Merrill Lynch, 


Pierce, 


Fenner &§ Smith 


INCORPORATED 


Members of the New York Stock Exchanae 
and other principal Stock and Commodity § x. hanaes 


70 PINE STREET, NEW YORK 5, N. Y. 
143 offices in U. S., Canada, and abroad 


TRENDS & TANGENTS 


Delta Airlines is best bet to win 
Government approval for merger with 
Northeast Airlines and its choice New 
York-Miami run. Reason: Delta does 
not fly that route now and two rivals 
for the merger (Eastern and National) 
do. But President Collett Woolman 
would not be sorry if someone else 
got the prize route. “Sometimes,” says 
he, “a pasture is just right for two 
cows; put a third cow in it and all of 
them turn into bags of bones.” 

. * * 

Spending suggestion: Realtor William 
Zeckendorf Jr. has a suggestion for 
companies who find themselves with 
more cash than they can use (“The 
Midas Touch,” Forses, June 15). “Buy 
real estate,” says he. Zeckendorf’s 
Webb & Knapp has already tapped 
cash-rich Alcoa for funds. “Within 
two years,” predicts he, “steel com- 
panies, for example, will be in real 
estate. They will have to be to put 
their money to work.” 

© © © 

Slickest trick about new $198 trans- 
continental jet coach fare just filed 
by Trans World Airlines is lower limit 
on return trip ticket, which may not 
be used for 13 days. Reason for the 
limitation, which TWA believes is 
the first such ever imposed by a major 
airline, is to get genuine tourists with- 
out diverting business travel. 

2 es o 

Scott Paper Co. is the only major 
pulp and paper concern still setting 
records. In the first half of 1961, sales 
rose 3.3°, (to $163 million) and earn- 
ings rose from $1.66 a share to $1.68. 
An 8% pickup in second quarter 
profits looked substantial enough for 
President Thomas McCabe to predict 
that “1961 will be a record year.” 

2 ° * 

Ingersoll-Rand Co. is no longer sit- 
ting on its huge cash and short-term 
securities account (at last count, $64 
million). The big capital goods and 
toolmaker is increasing plant capac- 
ity in the U.S. and abroad, has di- 
versified into financing, nailed down 
one small acquisition a few weeks ago 
(Aldrich Pump Co.) and is pointedly 
looking for others. 

a - ” 

Mid-1960s building boom looming? 
National Gypsum Co.’s Chairman 
Melvin H. Baker thinks so and has 
launched a ten-year $250-million ex- 
pansion program. But other compa- 
nies are not so sure, including the 
U.S.’ biggest gypsum products pro- 
ducer, U.S. Gypsum Co. Chairman 
Clarence H. Shaver has lopped 32% 
this year from his 1960 capital out- 
lays of $31.4 million and says he does 


not expect much help from the new 
federal housing program. 
* ° * 

Number please? American Telephone 
& Telegraph Co.’s stockholders passed 
the 2 million mark in July—double 
the number of a decade ago. With 
the boost to 90c this spring in AT&T’s 
quarterly dividend (up from 82'%c), 
the giant utility will be paying out 
$845 million a year to shareholders. 

* © + 

U.S. automakers’ hopes for banner 
1962 model year rise as dealers’ new 
car inventories continue to drop 
sharply. Dealers had 13°; fewer cars 
($20,000) on hand last month than 
in July of 1960 and the industry esti- 
mates that by Labor Day, inventories 
will be down to a manageable 625,090 
cars—a full 40°, under last year’s 
logjam. 

oa - 7 

Major threat to Aluminium Ltd.'s 
$70-million investment posed by gen- 
eral elections in British Guiana late: 
this month. The dominant political 
party on the Caribbean island is the 
Communist-organized People’s Pro- 
gressive Party. If the Reds win at 
the polls, the first order of business 
may be nationalization of bauxite op- 
erations. Reynolds Metals Co. has 
a modest stake in British Guiana’s 
bauxite, but two other major U.S. 
companies are out of it: Aluminum 
Co. of America and Kaiser Aluminum. 

os e & 

Roster of corporate billionaires is 
growing. There were 52 U.S. corpo- 
rations whose sales hit the $1-billion 
mark last year, just about double the 
number of ten years ago. Newcomers 
to the list were: American Motors, 
Douglas Aircraft, Sperry Rand and 
F.W. Woolworth. Armco Steel, North 
American Aviation and United Air- 
craft dropped off. 

. 2 2 

End of the line? Despite smart 14°, 
pickup in Gillette Co.'s first half earn- 
ings (to $2.10 a share), President 
Boone Gross warned stockholders not 
to expect more of the same in the 
last six months of the year. After 
record-breaking second half profits 
for three straight years, Gross said 
second half earnings this year will do 
well to equal the $2.14 of 1960. Out- 
look for the full year: a modest in- 
crease over last year’s $3.51 a share 

+ © e 

European tourists visiting the U.S. 
now account for over 10° of North 
Atlantic traffic, estimates the presi- 
dent of a major European airline, al- 
though for tax reasons they often 
call themselves “business travelers.” 
The figure would be still higher, he 
adds, but for the fact that people in 
the U.S. “haven't the faintest idea 
what to do with foreign tourists.” 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


SEC INQUIRY USEFUL 


Now that the House Commerce Subcommittee has 
approved a joint resolution to provide the Securities & 
Exchange Commission with $750,000 to investigate the 

securities market, we 
hope that Congress will 
promptly complete pas- 
sage of the legislation. 
Much of value to inves- 
tors, the financial com- 
munity and the nation’s 
economic health can and 
should result from this 
inquiry. 

It has been apparent 
before and during Rep- 
Peter F. 
Mack’s Subcommittee hearings that there is concern in 


Rep. Mack & American Stock 
Exchange Pres. McCormick 7 
resentative 


many quarters as to the adequacy of present safeguards 
in today’s markets. In the unlikely event that the Com- 
mission’s study concludes all is well in all areas, investor 
confidence will be fully restored. Those with the respon- 
sibility of safeguarding stockholders from malpractices 
will be able to rest easy. This seemingly negative resuit 
would of itself justify the probe. 

But it is far more likely that some inadequacies of 
present legislation will be revealed. For maximum useful- 
ness, we hope the SEC investigation will cover a very 
broad area and do it in depth. 

It is heartening to note the support for the study ex- 
pressed by the American Stock Exchange—now the sub- 
ject of a more limited SEC investigation sparked by the 
Re manipulations—and the endorsement by the National 
Association of Securities Dealers, whose regulations have 
been receiving new scrutiny as a result of the apparently 
unending stream of “hot” new 
issues. New York Stock Exchange 
President Keith Funston’s more 
tepid reaction as it pertains to 
his market place is understand- 
able. The Big Board’s regulations 
and the SEC’s concentration on 
this major exchange are an effec- 
ile cielie oF dee tive guard against the repetition 

NASD of the Roaring Twenties’ flagrant 
abuse of investors. Yet, to remain above suspicion the 
Big Board must submit to some attention in an investi- 
gation that is to cover all facets of the securities business. 
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More funds may be needed if the job is to be done 
comprehensively and well. We hope the Commission 
won't feel interim sensations are necessary to maintain 
public interest and to coax forth larger appropriations 
Such tactics form the only possible danger. 

Congressman Mack’s conduct of the preliminary hear- 
ings give every indication that he and his colleagues are 
determined to have the SEC do serious work, with results 
that can be immensely useful to investors, the financial 
community and the economy. 


x 
SELLING STEAK—NOT THE SIZZLE 


We Americans have been long famed for what is 


referred to as our “Madison Avenue” techniques—the 


ability to market successfully through advertising. One 
of the industry’s classic case histories concerns an ad- 
man’s inspiration to “sell the sizzle, not the steak.” It 
has been such an undisputed success that it is now all but 
impossible to get a good steak anywhere in the country 
lots of sizzle, lots of “charcoal flavor” (now available 
from spray-on cans), lots of parsley, and, in the middle 
under some tired vegetables, a dried piece of beef. 

Read the following, taken verbatim from the menu of 
a Tokyo steak house, and see if you don’t agree that no 
comparable prose has emanated from our own famed 
copywriters in years: 


“Two-year-old calves from Tamba Kajima, nea! 
Kobe. are selected for future Asahi Steaks, and are 
taken to Matsuzaka, on the Ise Peninsula. This area 
is the best in Japan for cattle raising, and they are 
worked on farms which give them exercise necessary 
for perfect development. When they are about fou 
vears old they are then groomed for the fattening 
period and are given a life of complete leisure and 
luxury for the next six months. If they become too 
fat on barley, they are given polished rice. If their 
appetites wane, they are even given beer. Daily 
massages tend to distribute the fat evenly for 
tenderness. 

“When the cows are quartered, Asahi cuts are care- 
fully wrapped in clean cloths and allowed to agé 
under mild controlled refrigeration for about a week 
Only long experience can judge when the meat is at 
its best and ready for serving. 

“Asahi goes one step further to ensure you of the 
most delicious steak you have ever eaten. For ten 
hours, the cuts are marinated in special vegetables, 
and when your order is given, the steak is taken 
from this tenderizing and flavoring bed and then 
charcoal-broiled to the exact degree you desire.’ 





The steak menu goes even one step fur- 
ther—it describes what their chefs mean 
by “rare,” “medium,” etc. as follows: 


“Rare—red cool center; Medium Rare— 
red warm center; Medium—pink hot cen- 
ter; Medium Well—broiled throughout; 
Well Done—broiled completely.” 


And, believe it or not, the steaks turn out 
to be as delicious as the description. So 
much so, in fact, that this restaurant is now 
the biggest in Tokyo, occupying a build- 
ing larger than Sak’s Fifth Avenue de- 
partment store. 
I am not sure which of several possible morals should 
conclude this editorial, but I do know where to get a 
good steak in Tokyo. 


x 


AN UNSOUND MEASURE 


The Senate is now considering the 1962 Defense Appro- 
priation Act which has already unanimously passed the 
House. Fortunately, the measure is almost entirely as 
requested by the Administration. 

The bill contains one provision, however, that assuredly 
needs revision before Senate passage, a provision that 
expressly prohibits any advertising charges, no matter 
what tiny fraction of the total contract. I can understand 
why such a provision at first blush would appeal to a 
committee and a congress constantly urged to eliminate 
unnecessary cost and waste. Equally, I can understand 
why protests about this provision from the press carry 
little weight, since it derives a vital part of its revenue 
from advertising. 

But rational analysis should promptly persuade the 
Appropriations Committee of the Senate and the Congress 
that this provision, well-intentioned though it may be, 
would be extremely unsound in practice, and most injuri- 
ous to the industrial vitality on which our defense is so 
dependent. 

Consumer acceptance, based in large measure on adver- 
tising, has sparked the growth of most of the companies 
on whom the Department of Defense depends as prime 
contractors. This proposal, if finally enacted, would put 
a greater and greater penalty on the survival in peace- 
time markets of those companies which played a major 
part in providing the tools of defense. Their brand names 
developed over many years would disappear, seriously 
hobbling a company’s ability to recapture its position 
when defense contracts ended. 

As many a major corporation can 
testify, doing business with the De- 
fense Department is no “sure thing.” 
Technical breakthroughs constantly 
lead to cancelled contracts. A change 
in world tension overnight some- 
times turns a trickle of orders to a 
deluge. To plunge companies, large 
and small, existing primarily to fill 
consumer markets, into anonymity 
on defense production is not merely 
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unfair; it jeopardizes the survival of many 
companies whose capabilities are essential 
should new defense needs arise after the 
current crisis is long past. Surely the les- 
sons of the past two decades can not be 
ignored. 

A sound formula properly limiting the 
advertising portion of a contract cost should 
not be hard to evolve. Just as virtually 
every substantial defense contract is nego- 
tiated and renegotiated clause by clause, 
so too could the provision for reasonable 

advertisting charges be specified. 

There are many other reasons why this total prohibition 
is unsound. Corporate identity in the market place en- 
ables a company to raise expansion capital in the securi- 
ties markets. The company’s advertising of its activities 
helps attract technical and managerial brains needed to 
handle the jobs on hand and the transition from defense 
orders to civilian markets. Such advertising supports the 
trade and technical publications on which the specialists 
concerned depend to keep abreast of developments in 
their field. 

There are numerous other points to be made, but the 
overriding one is the impact of this provision on the 
survival of the very companies and industries most 
essential to meeting defense needs. 


bs 
VRS. KENNEDY SCORES AGAIN 


It made me mad to read of the criticism that some 
people apparently made of the First Lady for the imagi- 
native and impressive State dinner given at Mt. Vernon 
to honor the President of Pakistan. The idea was a won- 
derful one, and by all reports it was most impressively and 
graciously carried off. Certainly the guest of honor 
must have appreciated the gesture and this happy choice 


of site must have impressed him—and reminded many 


of us—of our great and growing heritage of freedom. 
Other lands go all out in their hospitality to friends. 
The Moscow Red carpet is a lush, plush one for visiting 
Why should the 
White House fail to display dramatic hospitality, espe- 


satellite wheels and friendly neutrals. 


cially for staunch friends? 

It’s too bad that Presidential Press Secretary Salinger 
felt the best way to handle some scattered criticism was 
to acknowledge it at a press conference and list all those 
private contributors whose gener- 
osity reduced the cost of the affai 
to the White House entertainment 
budget. 

I hope Mrs. Kennedy isn’t dis- 
couraged by such nit-picking. There 
will always be carping at any First 
Lady, and a little more for one who 
exercises originality. 

Please keep up the good work, 
Mrs. Kennedy! 


+a 
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he stockholders of Chance Vought Corpora- 

tion and Ling-Temco Electronics, Inc., on June 

"30, 1961, approved plans for combining these 

wo companies into a vast, new company — 

Ling-Temco-Vought, Inc., to be effective 
August 31, 1961 


Combination of these dynamic, experienced 
organizations will link depth of capabilities 
with depth of management to meet the 
advanced challenges of electronics, space 
communications, aircraft, missiles, industrial 
and consumer developments 


Ling-Temco-Vought will employ more than 
20,000 people in seven basic groups: AERO- 
SPACE SYSTEMS...ELECTRONICS 
COMMUNICATIONS... COMMERCIAL AND 
INDUSTRIAL PRODUCTS SOUND SyYS- 
TEMS...AERO SYSTEMS INFORMATION 
HANDLING SYSTEMS 


This will be Ling-Temco-Vought, Inc a 
new industrial leader to serve America’s 
exciting future through science 
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PUBLISHING 


WHAT’S UP 
AT CURTIS? 


Who's the mystery buyer of 
all that stock in Curtis 
Publishing? One thing is 





certain: whoever he is, he’s 
not buying for its earnings. 


A story, probably apocryphal, made 
the rounds a few years ago on Madi- 
son Avenue. It concerned a proposal 
for a change in the advertising policy 
of the Curtis Publishing Co.’s* famed 
Saturday Evening Post. According to 
the story, the change was vetoed by 
Cary W. Bok, a Curtis senior vice 
president and grandson of Founder 
Cyrus H. K. Curtis. “Grandfather,” 
Bok is supposed to have said, “would 
turn in his grave.” 

Profitless Treadmill. It is equally 
likely, however, that Publisher Curtis, 
a shrewd man with a dollar, would 
turn in his grave could he see the 
profitless treadmill on which his suc- 
cessors have placed his giant publish- 
ing house. On gross revenues of 
nearly $250 million, Philadelphia’s 
Curtis Publishing earned barely $1 
million last year, reported a deficit 
after preferred dividends of 19c a 
common share. This year through 
June, with advertising revenues on 
The Post (circulation: 6.4 million) 
down a brutal 20%, Curtis has al- 
ready sunk an estimated $5 million 
into the red from operations. 

In recent years Robert E. MacNeal, 
57, Curtis’ personable president, has 
managed to keep the company’s two 
major magazines in the circulation 
race. But he has done so only at the 
cost of furious activity on the tread- 
mill. In merciless competition with 
Time Inc.’s_ Life (circulation 6.8 
million) and Cowles Publications’ 

*Curtis Publishing Co. Traded NYSE. Re- 
cent price: 14. Price range (1961): high, 165,; 
low, 814. Dividend (1960) : 35c. Indicated 1961 
payout: none. Earnings per share (1960): 


d19c. Total assets: $133.5 million. Ticker sym- 
bol: CPC 
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Look (circulation 6.3 million), the 
Post has instituted endless special 
subscription and cut-rate circulation 
offers to match those of its com- 
petitors. Its Ladies’ Home Journal? 
(circulation 6.6 million) has been in 
an equally knock-down-and-drag-out 
battle with its closest rival, McCall 
Corp.’s McCall’s. 

Collier's Precedent. Faced with a 
similar situation in 1956, Crowell- 
Collier closed down its mass-circula- 
tion Collier's and Women’s Home 
Companion, switched its assets into 
more profitable ventures. Since then 
its shares have soared from around 
$7 to a recent $50. 

From time to time, acquisitive out- 
siders have cast longing looks at Cur- 
tis. With assets and property worth 
many times those of Crowell-Collier, 
Curtis seemingly had the potential of 
being a highly profitable property if 
it could be gotten off the mass-circu- 
lation treadmill. For Curtis is a great 
deal more than a publishing company. 
It owns paper mills, pulp mills and 
timberlands with a combined annual 

+Other Curtis magazines: Holiday (circula- 


tion 921,000); American Home (3.7 million); 
Jack & Jill (650,300). 


SENIOR VP ZIMBALIST: 


paper-making capacity of 300,000 tons 
—making Curtis a fair-sized paper 
company in its own right. It owns 
valuable property in and around Phil- 
adelphia. Unlike such major competi- 
tors as Time, Inc., Curtis, moreover, 
owns its own printing plants, which 
are among the biggest in the U.S. An- 
other important Curtis asset: stock 
holdings in Bantam Books, Wonder 
Books and Treasure Books, with a 
combined market value of at least $10 
million. 

But anyone who had ideas of mak- 
ing any radical changes at Curtis were 
quickly disabused of the idea. Control 
of the company rested firmly with the 
heirs of old Cyrus Curtis. Partly in 
trust and partly in their own name, 
Curtis’ daughter, Mary Curtis Zim- 
balist and relatives and associates held 
a full 31% of the voting stock. Mrs 
Zimbalist, wife of violinist Efrem Zim- 
balist, and now 85, is a Curtis senior 
vice president. So is her son Cary W. 
Bok. The Curtis holdings seemed an 
unbeatable combination. 

On the Ticker. But late last year, 
CPC began appearing on the Big 
Board ticker in unusual volume and 


BROKER JOHN LOEB: 


who is after what? 
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in April it suddenly ran up to a new 
high on volume of 68,100 shares. Be- 
tween December and last month, some 
1.4 million shares of Curtis changed 
hands, more than twice the trading 
for all of 1960 and 40% of the com- 
mon capitalization. Clearly, someone 
was buying Curtis common and buy- 
ing it in large quantities. 

Last month the secret was partly 
out: much of the buying was being 
done by the big Stock Exchange firm 
of Carl M. Loeb, Rhoades & Co. For 
whose account Loeb, Rhoades & Co. 
was buying remained something of a 
mystery, but one thing was common 
knowledge on the trading floor at 
Broad and Wall Streets: whoever the 
beneficial owners, Loeb, Rhoades & 
Co. had accumulated on balance up- 
wards of 600,000 shares of Curtis com- 
mon—15% of the voting stock, equal 
to about half the Curtis holdings. 

The Mystery Deepens. What was go- 
ing on? Senior Partner John Loeb 
was maintaining a tight silence and so 
were his fellow partners. Indications, 
however, were that the Loeb firm was 
buying for somebody else rather than 
for its own account. 

At his Independence Square head- 
quarters President MacNeal was shed- 
ding little light on the mystery. “I 
have heard,” said he, “that people 
were accumulating stock and that it 
amounted to around half a million 
shares, but I don’t know who they 
are.” 

Vacationing in Maine, Curtis Heir- 
ess Zimbalist seemed quite uncon- 
cerned. “They may want control,” 
sniffed she, “but they may not be able 
to get it. Added son Cary Bok: “They 
can’t buy our stock and I don’t think 
anybody could get the majority of 
what’s floating around.” 

Whether the mystery buyers were 
intending to bid for control or had 
something else in mind remained to 
be seen. Certainly the odds would 
seem to be heavy against any proxy 
bidder, what with nearly a third of 
the stock firmly in family hands. But 
then the Murchisons recently won 
Alleghany Corp., even though the ri- 
val Kirby forces directly controlled 
33.7% of the stock, an even higher 
proportion than the Curtis heirs do 
in this case. 

There was no doubt that Curtis 
was a tempting prize. Thus even a 
risky struggle might seem worth while 
for a group aiming at a_ takeover. 
Thanks to its conservative bookkeep- 
ing methods, Curtis’ gross plant ac- 
count of $138.8 million (before de- 
preciation) is considerably under- 
stated. It carries some 250,000 acres 
of timberland on the books at just 
$3 an acre. 

Moreover, working 


net capital 
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alone came to some $36 million 
at the latest year-end. Profits aside, 
Curtis last year had a cash flow 
from depreciation and_ depletion 
accruals of $5.4 million, better than 
$1.50 a common share. 

Unwelcome Diversion. Until the mys- 
tery buyer came out into the open, 
however, there could only be uncer- 
tainty. For Bob MacNeal, who is 
struggling to regain the Post’s lost 
advertising with a new format (ad- 
vance viewers have termed it “excit- 
ing”), the whole thing could only be 
an unwelcome diversion. 

At month’s end the mystery con- 
tinued. Said Senior V. P. Bok: “There 
may be some smart hombre trying to 
get control, but if he is he hasn't been 
in touch with us about it.” 
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BURST OF ACTIVITY: 

Late last year, Curtis common sud- 
denly began picking up in volume 
(bars), burst into activity this spring, 
and broke through to much higher 
ground. 


Source: R. W. MAnsFiEtp Co. 


BUSINESS ABROAD 


THE GHOST 
STALKS AGAIN 





A spectre supposedly laid to 

rest in 1900, and again in 

1932, is once again haunting 
Britain’s tobacco industry. 


Back 1n 1900, when tobacco king 
James Buchanan Duke first cast a 
long, acquisitive look across the At- 
lantic at Britain’s rich tobacco mar- 
ket, the effect was electric. Thirteen 
panic-stricken United Kingdom to- 
bacco firms speedily banded together 
to form a single company, Imperial 
Tobacco Co. Ltd.* Thus strengthened, 
they succeeded in getting Duke's 
American Tobacco to agree that it 
would not invade their market, and 
went back to the comfortable business 
of making and selling tobacco. 

But the spectre of American Tobac- 
co still lurked. In 1932, the old hands- 
off agreement long since torn up by 
U.S. antitrusters, American Tobacco 
again set its sights on Britain; in 
particular on Gallaher Ltd., a pros- 
perous independent cigarette maker. 
British tobacco men reacted with a 
prompt, if by now somewhat condi- 
tioned, reflex; Imperial Tobacco (bet- 
ter known to Britons as “Imps”) beat 
off the threat by simply buying 51°; 
of Gallaher common stock. 

Forever? The ghost of U.S. compe- 
tition seemed laid forever. But was it? 
Last month the man who now runs 
Imperial, Chairman Roger Clarke, 
was experiencing the same old spine- 
chilling fears. 

What had happened was. that 
Britain’s Monopolies Commission had 
recommended the giant cigarette and 
pipe tobacco maker “divest” itself of 
Gallaher stock. Though it had sold 
some of the stock over the years, Imps 
still held no less than 42.5%. If Clarke 
complied, the Gallaher shares, like the 
securities of so many United Kingdom 
companies in recent years, might be 
picked up by one of the Yankee com- 
panies and U.S. competition would be 
at hand. 

If this prospect was unsettling for 
Imps, it bothered the Monopolies 
Commission not at all. A little breath 
of competition, the official group de- 
clared, might be just what the in- 
dustry required. “We do not agree 
with Imperial,” countered the com- 
mission, “that it would necessarily be 
contrary to the interests of the U.K. 

*Imperial Tobacco Co. (of Great Britain 
and Ireland) Ltd. Traded American Stock 
Exchange (American depositary receipts) 
Recent price: 912. Price range (1961): high, 
97%; low, 914. Dividend (1960): 36.7c. Indica- 
ted 1961 payout: 36.7c. Earnings per share 


(1960) : 92c. Total assets: $744 million. Ticker 
symbol: IMT 
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IMPERIAL TOBACCO’S CLARKE: 
“a conflict of views” 


if competition were to be strengthened 
by foreign investment in a British 
manufacturer.” 

Slipping? Why was the British com- 
mission so hard on the home industry? 
One probable reason was that Im- 
perial and Gallaher between them 
hold no less than 93° of the $2.6-bil- 
lion British cigarette market. Im- 
perial alone had 1959 sales of $1.7 
billion. Moreover, it holds 42.5% of 
Gallaher, whose $764-million sales 
volume is ten times larger than its 
nearest competitor's. 

But the commission may have been 
considering Imperial’s own interests 
as well. Just six years ago, Imps sold 
nearly four out of every five cigarettes 
smoked in Britain. Now its share has 
shrunk to three out of five. 

On the other hand, Gallaher has 
raced ahead with the success of such 
brands as Benson & Hedges, Du 
Maurier and Senior Service, and has 
grabbed off no less than 30°; of total 
U.K. sales. The commission suspected 
that Imperial’s sluggishness in the face 
of Gallaher’s inroads on its share of 
the market may have been due to the 
coinfortable cushion of those ever- 
growing Gallaher dividends. “We 
think,” they reported, “that Imperial’s 
investment in Gallaher has developed 
into a partial insurance against loss of 
profits due to loss of trade to Galla- 
her.” 

“Conflict of Views.” Would Roger 
- Clarke yield Imperial’s prize holding 
without a struggle? To ignore the 
commission would indeed be flying in 
the face of tradition—only twice in 
history has the commission had to 
take its case to the Board of Trade. 
Nevertheless, there was more than a 
hint of truculence in Clarke’s reac- 
tion: “I think we would go into the 
Board of Trade,” snapped he, “on the 
basis that we think what we have 
been doing is right. The fact that the 
commission thinks something else is 
a conflict of views.” 
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Not quite so confident was The City. 
London’s Wall Street. On the day of 
the commission’s announcement, The 
City had already delivered its verdict: 
the total value of Imps shares slumped 
by $6.3 million and Gallaher’s by 
$26.3 million. Clearly, the unrepentant 
ghost of prospective U.S. competition 
had returned once again to chill 
Britain’s formerly relaxed tobacco 
men. 


GLASS 


NEAT TRICK 


Corning Glass did not quite 
escape the recession, but it 
performed the neat trick of 
keeping its profit margins 
dry during the slump. 


“We'RE a hell of a lot more recession 
proof than most companies,” William 
C. Decker, board chairman of Corn- 
ing Glass Works,* said last month 
To prove his point, he whipped out 
the company’s earnings figures for the 
first 24 weeks of 1961. True, they 
showed that Corning’s net had 
dropped 13.6°, (to $1.56 a share) ove: 
the comparable 1960 period on a mere 
3.5°> drop in sales (to $95.9 million). 

But if this was what a recession 
was like, then other companies had 
reason to wish their bad periods were 
this good. Corning’s empire, even if 
built on melted sand, is still a very 
profitable one. The country’s leading 
maker of special-property glass was 
still netting a respectable 11.2c on 
each dollar of sales, slightly above the 
10.9c average for Corning during the 
past five years and well above the 
7c-to-8c five-year average for such 
makers of more prosaic glass as 
Owens-Illinois and Pittsburgh Plate. 

Hot Pots. Why the high return even 
in the face of lower sales? Largely 
because of Corning’s selective but 
highly successful push into consumer 
goods. All its major consumer items, 
including the old Pyrex line, were 
doing well. Especially was this true 
of the newer Corning Ware products. 
This line of highly heat-resistant 
cooking utensils was finally contrib- 
uting importantly to profits. One 
reason was that most of the heavy de- 
velopment and promotion costs were 
now behind it. Another was that two 
plants erected for the new product 
were now in full operation. 

These plants will end the costly 
makeshift arrangements made neces- 


*Corning Glass Works. Traded NYSE. 
Recent price: 175. Price range (1961): high, 
19434; low, 167. Dividend (1960): $2. Indica- 
ted 1961 payout: $2. 
(1960) $3.23. 
Ticker symbol 


Earnings per share 
Total assets: $174.4 million 
GLW 


sary when the company found that 
public response outstripped its own 
estimates. Corning had been used to 
dealing with industrial customers who 
are slower to accept new products. 
Thus it misjudged its own marketing 
ability. “Now,” says Decker, “we know 
we can move very fast in new con- 
sumer goods we sell ourselves.” 

Troublesome Tubes. But, if consumer 
goods are the new ingredient in the 
profit mix, some of the older ones are 
as dependable as ever. Among them: 
TV tube glass blanks that account for 
about 25°. of the firm’s business and 
were responsible for the company’s 
surge in the early Fifties. Corning 
claims to have licked the costly pro- 
duction problems it had late last yea 
with its newer laminated tube. This 
technical trouble largely accounted 
for the disappointing 1960 second half, 
when Corning netted only $1.42 a 
share against $1.81 in the first half. 

The laminated blank, built on the 
safety glass principle, may help Corn- 
ing in another way. Most burnt-out 
tubes are now reprocessed, with the 
old Corning glass being used ove 
again. “But,” says Decker, “the lami- 
nated tube is tremendously more dif- 
ficult to reprocess.” Thus it is more 
likely that replacement tubes will 
require new glass—Corning glass. 

When the newer tubes start reach- 
ing replacement age, Corning’s rela- 
tively small share of this end of the 
tube business may pick up smartly 
In recent years, Corning’s video tube 
business has been something of a 
mixed blessing as new set produc- 
tion levelled off. “Now TV _ should 
grow with us,” says Decker. 

With all these things working for 
him, Decker has few worries about 
the balance of 1961. Despite the first- 
half drop, he says, “Second half re- 
sults will be up enough to better 1960 
($3.23 a share for the year) in both 
sales and earnings.” And if Corning’s 
“recession” is that good, its prosperity 
should be impressive indeed. 


CORNING’S DECKER: 
the dark was light enough 
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AUTOS 


CAN GEORGE DO IT AGAIN? 


For the next year, George Romney’s American 
Motors must take a pounding from its two 
biggest competitors. But if it can roll with the 
punches, it has a surprisingly good chance of 
mounting a successful counterattack of its own. 


American Motors 
Corp.’s* Chairman, President and 
General Manager George Wilcken 
Romney were called to his just re- 
ward—which heaven forbid—it would 
soon be impossible to disentangle the 
opposing legends that would entwine 
themselves around his memory. 

To doting millions, he would for- 
ever remain the Creator of the Com- 
pact, the champion who Drove the 
Dinosaur from the Driveway. And 
a generation of cynical insiders would 
as vigorously insist that Romney was 
merely “the guy who carried George 
Mason’s briefcase”—referring to the 
portly genius who put Nash into the 
compact car business and, a few 
months before his untimely death 
in the fall of 1954, pulled off the mer- 
ger of Nash-Kelvinator and Hudson 
that created American Motors. 

Wait a Spell. But if Romney will 
only wait around two or three years 
(and at 54 he is as hale and hearty as 
a man could be), he can probably 
don the mantle of more solid success 
or more prosaic failure. For within 
three years at most it should be pos- 
sible to judge whether Romney and 
American can repeat their triumph 
of the late 1950s that snatched the 
company from the jaws of disaster 
and made it instead the automotive 
triumph of the decade. 

Further, the next three years should 
also settle an equally interesting 
question: can American’s corporate 
strategy—the only one open to a 
“small” (i.e., non-multibillion dollar) 
company in the auto industry—possi- 
bly prevail against the massed bat- 
talions of General Motors and Ford? 

On both scores Detroit is impressed 
by American’s recent performances 
but by no means convinced it will 
repeat them. Nevertheless, for rea- 
sons that have at least as much to do 
with the competition as with Ameri- 
can itself, there is a surprisingly good 
chance that American can survive and 
prosper, Detroit’s doubts notwith- 
standing. 

Using the Talents. At the outset, it 
would be well to get clear what 
George Romney did and did not do. 


IF TOMORROW 


*American Motors Corp. Traded NYSE. 
Recent price: 1634. Price range (1961): high, 
2114; low, 1612. Dividend (fiscal 1960): $1.05. 
Indicated fiscal 1961 payout: $1.20. Earnings 
per share (fiscal 1960): $2.68. Total assets: 
$338.4 million. Ticker symbol: AMO. 
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As already observed, he was not the 
original conceiver of the compact car, 
nor did he father American Motors; 
those palms go to George Mason. But 
granting this imposing heritage is not 
to detract from the stunning job that 
George Romney has done since tak- 
ing command at American Motors on 
Oct. 12, 1954, four days after Mason’s 
unexpected death. “The tool,” re- 
marked Napoleon, “belongs to him 
who can use it.” And the caliber of 
salesmanship that Romney exhibited 
surely gave him solid title to the 
Mason heritage. 

Less than four months after tak- 
ing command he delivered his famous 
“Dinosaur in the Driveway” speech, 
in which he castigated the rest of the 
industry for building “gas-guzzling 
monsters” that overflowed garages 
and parking spaces. And he warmed 
to his subject until in 1958 he traveled 
70,000 miles carrying the compact 
gospel to any group that would listen 

At least part of his effectiveness 
came from his air of religious ear- 
nestness, which in turn derived 
directly from his background. A de- 
vout Mormon (he = still neither 
smokes, drinks nor swears, and he 
pays his tithe regularly to the 
church), at age 19 he was sent to do 
missionary work in Britain. There, 
for two years he sought Mormon con- 
verts by earnest door-to-door solici- 
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tation and public meetings. This 
sober background was, however, soon 
melded with more worldly experience 
as a U.S. senator’s secretary (to 
Massachusetts Democrat David I. 
Walsh), a Washington lobbyist (for 
Alcoa) and a trade association head 
(of the Automobile Manufacturers 
Association). 

This lively mixture of political, 
business and missionary experience 
was to serve Romney well. For just 
such a combination of politicking, 
proselytizing and business was needed 
to save American Motors and hasten 
the success of the compact car. 

Helping Hands. It was perhaps inevi- 
table that Romney’s able group of as- 
sociates should have been largely 
eclipsed by the meridian brightness 
of his reputation. But such help was 
crucial because of his lack of bred-in- 
the-bone automotive background. 

Of the quartet that has helped 
Romney most, an outstanding mem- 
ber is Roy D. Chapin Jr., 45-year- 
old son of one of Hudson’s founders 
A major American _ stockholder, 
whose current tour of duty is ex- 
ecutive vice president for fiscal and 
international affairs, Chapin is a good 
bet to become Romney’s eventual 
successor. Another leading Romney 
sales boss Roy Abernethy, 
the burly, extroverted prototype of 
all sales managers, who was lured 
over from Willys shortly after George 
Mason’s death. Still others are Ber- 
nard A. Chapman, now executive vice 
president for manufacturing, and Ed- 
ward L. Cushman, a business econo- 
mist who also acts as Romney’s special] 
assistant and adviser on labor matters 

The Close Play. But despite Rom- 
ney’s legacy, talents and _ helpers, 
American’s mere survival was for 
years a_touch-and-go proposition 
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AUTOS: THE ECONOMICS of PRODUCTION 


American Motors, considerably less integrated than either GM or 
Ford, makes a smaller profit per vehicle. But American's assembly-type 
operation also requires much less capital. Result: an exceptionally 
high return on American's investment in a good year such as 1960. 


——— Pretax Profits ———, 


All figures are FORBES’ estimates. In each case they represent earnings and capital employed in the 
usiness on a world-wide basis. Non-automotive activities have been screened out. In GM's cose, 
GMAC earnings and capital are included in automotive results. 


"In American's case the fiscol year ends Sept. 30; for the other two it ends Dec. 3). 


1960 Results* 


Return on 
capital before 
income taxes 


Capital employed 
as a % of per vehicle 
auto sales produced 
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From 1954 through 1957, the first four 
years after the merger (the com- 
pany’s fiscal year ends Sept. 30), 
American lost nearly $50 million. And 
more ominous, working capital sank 
from $82.6 million at the end of fiscal 
1954 to little more than half that fig- 
ure three years later, despite the most 
heroic measures of prevention. 
American Motors turned the cor- 
ner in the first quarter of its 1958 
fiscal year (ended Dec. 1957), when 
it chalked up a $4.9-million profit vs. 
a $3-million loss in the same quarter 
the year before; and after that it was 
Nelly-bar-the-door. For, partly as a 
result of Romney’s relentless ham- 
mering at the compact car theme, 
and even more because of a public 
reaction against the even higher-pow- 
ered, higher-finned, more chrome- 
splashed creations that continued to 
issue forth from the Big Three, the 
Rambler suddenly began to move. 
From 117,000 cars in 1957 (1.96 
of U.S. registrations), American 
soared by 1960 to a fancy 422,000 
(6.42°,), which had the predictable 
effect of skyrocketing sales from 
$362.2 million to over a billion. The 
change in earnings was even more 
abrupt, because of the snap-back 
effect of the company’s loss carry- 
forward. A fiscal 1957 loss of $12 mil- 
lion gave way to a profit of $26 mil- 
lion in 1958 and no less than $60 
million in 1959, the year in which 
American enjoyed the best blend of 
operating income and loss carry-for- 
ward. But pretax net was just as 
good in fiscal 1960, though it yielded 
only $48.2 million in after-tax profit. 
The Fruits of Prosperity. One result 
of American’s recovery—and not the 
most pleasant for the other auto- 
makers—was a drumfire of advice for 


*For example, sale of American's majority 
interest in Ranco Inc., leading maker of the 
thermostatic controls for auto heaters and 
appliances, 
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the industry from Romney. whose 
course sometimes resembled that of a 
small boy armed with a hatpin mak- 
ing his way through a crowd. Again 
and again he sounded off on the “un- 
believable waste and ostentation” of 
the auto industry, whose “excesses,” 
he said, “had seriously weakened con- 
fidence in our system.” He denounced 
Ford and GM plans for overseas ex- 
pansion as “economic imperialism” 
and “a cold, calculated attempt to be- 
come exempt from national bound- 
aries.”+ And several times he urged 
that GM be split up, observing sweetly 
that “one of the highest compliments 
you can pay a person is to say, ‘I wish 
you were twins.’” 

More important things were going 
on inside the company. With profits 
at flood tide, financial boss Chapin 
could report that by the end of the 
1960 fiscal year the company had not 
only paid off its bank loans and nearly 
all its long-term debt, but had also 
fattened up its working capital to 
$96.2 million, more than twice its 
1957 low. Capital spending in the 
three years 1958-60 amounted to 
nearly $75 million, of which over $30 
million went for a complete body re- 
styling of the Rambler American line 
(the company’s smaller 100-inch- 
wheelbase compact) and for a new 
aluminum-cylinder-block six engine. 
But the remainder was still eneugh 
to beef up the company’s annual pro- 
duction capacity from some 300,000 
to more than 600,000 cars. 

Outside Help. That American could 
get so much additional capacity at 
this relatively small cost is partly 
because of the company’s style of 
play and partly because of a fortunate 
break. The style of play refers to 
American’s preference for making 
maximum use of its suppliers’ in- 


+He later retracted his charge about GM, 
but pointedly not about Ford. 


vestment rather than pouring its own 
money into integrated facilities. Ii 
GM were given an index number 
of 100 on an “integration scale,” then 
Ford would rank perhaps a little 
above 100 (with its steel and glass 
plants more than offsetting certain 
other components that Ford does not 
make) and American Motors probably 
at about 70. Thus new capacity will 
obviously cost American less per unit 
(the degree of integration remaining 
unchanged) than its two biggest com- 
petitors. 

The lucky break was the sudden 
availability in Kenosha, Wis., cheek 
by jowl with American’s main plant, 
of a  2-million-square-foot plant 
where Simmons once made metal 
beds. The Simmons plant was quite 
capable of being converted into the 
building of Rambler bodies, one of 
American’s worst bottlenecks. Pre- 
cisely this was done, at an annual 
rental cost (with options to buy) of 
only $450,000. And while it took 
nearly $15 million to equip it for pro- 
duction, the company still got by with 
a fraction of the capital cost it would 
have taken to build a new facility 
from scratch. 

The Clouds Gather. In 1960's last 
quarter (the first of fiscal 1961), just 
three years after turning the corne: 
and finally starting up, American 
Motors came to another corner-turn- 
ing. True, sales for that December 
quarter were $277.6 million, the high- 
est for any similar period in company 
history; but earnings were down to 
$10.2 million (56c per share) from 
$12.2 million (68c). And the opening 
quarter of the current calendar yea: 
saw both sales and earnings tumble, 
by 39% and 85° respectively. Thus, 
while the June quarter brought a re- 
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spectable recovery (to earnings of 
43c on $245-million sales), Ameri- 
can’s three-year honeymoon is clearly 
over. Therefore, it is obviously wise 
to check the company’s arsenal for 
the battles that loom ahead. 

In one important area the company 
has already won a major skirmish, 
if not a battle. During the grim 
months of January and February 
1961, sales boss Roy Abernethy was 
understandably concerned about the 
health of his dealer body, which he 
had so painstakingly increased in size 
from 2,200 to nearly 3,000. There- 
fore, the company raised its dealer 
discount from 21% to 23%, or $30 to 
$40, on most Rambler American 
models and granted temporarily an 
equivalent merchandising allowance 
on the Rambler Classic and Rambler 
Ambassador series. Result: Ameri- 
can Motors got by with the loss of 
only 1.3% of its dealers in the first six 
months of 1961—little different from 
GM (1%) and Ford (1.7%), and far 
better than Chrysler (43%) o1 
Studebaker-Packard (7.9%). 

Make It or Buy It? Thus does Ameri- 
can enter the coming battle with its 
dealer force in good shape. But both 
Detroit and Wall Street wonder about 
the company’s preparedness in an- 
other respect: is American at a dis- 
advantage over its major competi- 
tors because of its dependence on 
outside suppliers? “We think others 
have overintegrated,” counters Roy 
Chapin, claiming that Ford doubtless 
could buy its carburetors, for ex- 
ample, cheaper than it could make 
them. For the supplier is so keen to 
get in on the lucrative replacement 
business that he will often sell the 
original-equipment item below cost. 
And even in items without a large 
replacement market, the supplier’s 
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Thomas and Charles Jeffery started a long tradition in Kenosha 


special competence can give him an 
edge. Production Vice President 
Chapman reports that in cylinder 
block castings, which American both 
makes and buys, “We have to hump 
to keep our Kenosha costs below the 
buying price.” 

American also figures that this spe- 
cial competence often enables sup- 
pliers to develop major improvements. 
One such is the unit-body-and-frame 
design, which Budd Co. (still Ameri- 
can’s largest supplier) first brought 
to Nash-Kelvinator more than a score 
of years ago. Another is the nonrust- 
ing ceramic-coated muffler, which is 
supplied by Walker even though 
American’s Kelvinator division has 
ample coating facilities. For Ameri- 
can reasons that it must either ride 
with the hounds or hunt with the 
hares: it cannot encourage its sup- 
pliers to work out some improved 
component and then refuse to give 
them a shot at its production. 

Granting that American does not 
have a free choice—lacking the $200 
million or so needed for a major in- 
tegration effort—the company’s strat- 
egy probably affects the shape of its 
costs (and profits) more than their 
absolute amount. Because American 
can always (if sales decline sharply) 
take on the making of components it 
now buys from suppliers, the com- 
pany has an unusually low break- 
even point, probably around 150,000 
cars a year vs. the current rate of 
some 400,000. On the other hand, con- 
cedes Chapman, “There are very few 
economies in the 400,000-600,000 
range”—meaning that unit profit does 
not keep rising for American as for a 
more integrated manufacturer. 

The Works. As for the strength of 
American’s production sinews, the 
company’s car output (Kelvinator 


has its own facilities at Grand Rapids, 
Mich.) takes place in two Kenosha, 
Wis. plants and a third in Milwau- 
kee, 40-odd miles away. Little about 
any of the plants represents a pro- 
duction man’s dream of efficiency. Fo: 
example, the very thought of truck- 
ing Rambler bodies from the Mil- 
waukee body plant to Kenosha for 
assembly, at a $5 cost per car, would 
flabbergast the average factory boss 
But American’s production heads are 
hardened to the practice. They insist 
that in view of the huge capital costs 
that would be involved it would not 
prove economical to move the Mil- 
waukee operation to Kenosha. They 
take much the same view toward the 
frequent multistory sections in Amer- 
ican’s plants: conveyor belts simply 
run upstairs and down, in fine disre- 
gard of auto industry dogma that 
only single-story plants make sense 

All of American’s auto production 
operations have an air of artful and 
thrifty improvisation, as though new 
equipment is added only when abso- 
lutely essential, or when it is a lead- 
pipe cinch to pay back its cost in a 
matter of months. Thus fine, new, 
automated tools operate side by side 
with virtual clunkers—a practice per- 
haps necessary for a company in 
American’s spot, but one that always 
carries the danger of falling too far 
behind. 

All Together. American also contra- 
venes industry—or at least Big Three 
—practice by crowding all its auto 
output into one Wisconsin area, in- 
stead of seeking a calculated scatter 
of component and assembly plants 
across the country. In fact, measured 
in unit output American’s Kenosha 
assembly plant is the industry’s larg- 
est, outranking even Ford’s River 
Rouge. 





R {MBLER BODIES LEAVE DEEP-DIP RUST-PROOFING 
guaranteed not to ravel at the 


Romney explains: “In 1948 we made 
a study which showed that at a vol- 
ume of 200,000 cars, assembly on the 
West Coast yielded a saving of $60 
per unit, which justified the use of 
east and west coast plants. However, 
a 1958 study, assuming a volume of 
400,000 cars, showed that freight rates 
on components vs. completed vehicles 
had changed so much in the mean- 
time that a West Coast assembly plant 
meant a penalty of $59 per car.” 
American is, therefore, quite content 
with its current concentration— 
though its executives readily grant 
that it might not pay other companies 
to change their own established pat- 
terns. 

Quiet Contender. The product that 


American sends to compete in the 


market place shows interesting simi- 
larities to the facilities that bore it 


As a car, the Rambler could be de- 
scribed as a sound whole made up 
of frequently improvised parts. Most 
Ramblers, for example. are powered 
with a basically old-fashioned six- 
cylinder engine* first designed in the 
1930s. However, in typical Ramble: 
fashion this engine was converted in 
1956 from L-head to valve-in-head 
design for use on most Ramblers, and 
in addition is now being offered with 
an ultramodern 
block 

Yet the Ramble: 
had elements of solid and often 
unique worth. Its unit-body-and- 
frame construction is miles ahead of 
the traditional technique followed on 
U.S. cars, though all the new com- 
pacts have come over to Rambler’s 
side. Its ceramic-coated muffler prom- 
ises to remedy at last an almost 


aluminum cylinder 


has consistently 


*There is also a quite modern V-8 that is 
used on one Rambler Classic line and on the 
larger Rambler Ambassador 
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scandalous piece of automotive mis- 
design; its dip-coating of the entire 
body shows how to prevent the moth- 
eaten appearance around the bottom 
that marks so many five-year-olds 
and up among USS. cars: and Ram- 
bler bodies now get the benefit of a 
water spray test that should at least 
keep them from leaking when brand 
new, as many U‘S. cars do. 

Emerging Strategy. This quiet, al- 
most sedate vehicle plays a crucial 
part in American Motors strategy. 
The company feels that to date it 
has had practically no direct competi- 
tion for its major product, the 108- 
inch-wheelbase Rambler Classic that 
Romney describes as a “family-sized 
compact.” For the two leading com- 
petitive compacts are nearer in size 
to the 100-inch-wheelbase Ramble 
American (an “economy compact,” in 
Romney lingo). But within the next 
few months both Ford and Chevy will 
introduce brand new lines, slightly 
larger than the Falcon and Corvair, 
that will meet the Rambler Classic 
head-on. 

Romney expects to take on 
new competition with only slightly 
face-lifted versions of the present 
Ramblers, praying that the car’s gen- 
eral reputation will carry it through. 
Meantime, however, he is preparing 
new 1963 models whose tooling alone 
will cost considerably more than this 
year’s entire $20 million-$25 million 
capital outlay for tooling, expansion, 
plant modernization and whatnot. 
American’s future will hinge on how 
much ground (if any) it must give 
in the fiscal year just ahead. and how 
much it gains back as a result of its 
1963 counterattack. 

Thus Romney displays a strategy of 
timing not unlike that Notre Dame 
once used in football, namely, em- 


this 


ploying the second team to take the 
initial shock before putting the first 
team in. Specifics about that “first 
team” (e.g., the Rambler models due 
for introduction about a year hence) 
are the hardest things to come by 
around American Motors today. But 
the changes will clearly be substantial. 

Concentration. What are American’s 
chances of coming through its present 
trials sufficiently unscathed to mount 
an effective counterattack? On bal- 
ance, the company is probably at d 
disadvantage on the cost side, since 
all its ingenuity can hardly bring it 
up to Ford’s or Chevy’s level of sheer 
production efficiency. And Romney 
no longer has the advantage of a rich 
uncle named Kelvinator. For that 
division, American’s only profitable 
operation a few years back, is now 
well below the company average. 

Yet the company’s chances are sur- 
prisingly good despite the economic 
might of the two giants that confront 
it.+ Small American may be in terms 
of GM’s $7.8 billion in assets or Ford’s 
$3.8 billion. But American does not 
try to compete across the board. It is 
competing in the compact field, where 
it is not so dwarfed as one might 
guess. In 1961’s first half, American 
built some 181,000 Ramblers, not fai 
behind Ford’s 254,000 Falcons and 
neck-and-neck with Chevy’s 185,000 
Corvairs. Looking at the compact field 
alone, American probably has the 
capital, the capacity and the dealer 
force to compete on even terms. 

It will take a couple of years to see 
if Romney’s reading of the market is 
right. If it is, future historians may 
well have to record that in the earl) 
1960s, George did it again. 

For the present at least, Chrysler and 
Studebaker-Packard seem to have too many 


troubles of their own to constitute majo! 
threats 


WELDING KELVINATOR CABINETS: 


no appliance bonanza 


Forses, auGust 1, 1961 








COMMUNICATIONS 


BIG STEP 
FORWARD 


Left partially behind in 
the modern communications 
race, Western Union is spend- 
ing $200 million in a bold 
effort to get out front again. 





IN THE $9-billion telecommunications 
field (telephone, telegraph, teletype), 
Western Union Telegraph Co.* for 
years has had precious little room to 
grow. Hemmed in by the giant AT&T 
telephone system, Walter P. Marshall, 
WU’s shrewd and hard-working presi- 
dent, has striven mightily to break out 
into new fields. Even so Western 
Union manages to corral just 3% of 
the total market and its profit on that 
has not been spectacular of late. Last 
year’s earnings of $1.72 a share were 
40° below the record $2.91 of 1953. 
Bustling Corner. This year has been 
no better. In the first quarter of 1961, 
Western Union’s profits were down 
16% from the same period of 1960 to 
just 36c a share, the poorest first 
quarter since 1958. But drab though 
the prospects may have seemed, 
President Marshall was pouring cash 
into capital projects for all the world 
like a man who had a real growth 
market by the tail. Western Union 
this year is spending a whopping $105 
million on capital improvements— 
roughly twice as much as it has ever 
laid out before in a single year. More- 


*Western Union Telegraph Co. Traded 
NYSE. Recent price: 4314. Price range (1961) 
high, 55; low, 3934. Dividend (1960): $1.40 
Indicated 1961 payout: $1.40. Earnings per 
share (1960): $1.72. Total assets: $335.4 mil- 
lion. Ticker symbol: WU 
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over, in 1962 Marshall is going to 
spend another $100 million. 

Quite obviously, Marshall is deter- 
minded to spend his way out of West- 
ern Union’s long-term bind. A tight 
bind it has been. WU’s public mes- 
sage service (the famed Western 
Union telegram) has been unable to 
move ahead. Last year’s $190-million 
revenues from this source were about 
the same as 1955’s. The company’s 
private wire business for industry and 
the Government has grown nicely 
(from $13 million just ten years ago 
to $56 million in 1960), but Marshall, 
in most cases, has had to share the 
profit potential by leasing AT&T lines. 

Stopping the Drain. Much of Mar- 
shall’s spending is intended to stop 
this drain on the growing segment of 
the business. Sometime next year, 
Western Union will complete a trans- 
continental microwave system cap- 
able of handling 2.4 million words per 
minute in either direction. Western 
Union does not now have nearly 
enough business to pour into such a 
system, but the point is that a few 
years ago Marshall could not have 
even considered such a project. 

One reason he now feels able to do 
so is that he has a big customer nicely 
sewed up for his new system. Late 
last year the Air Force awarded 
Western Union a contract to build a 
message and data transmission sys- 
tem that could carry 100 million 
words a day for an annual fee of 
some $22 million. That will be a start 
toward keeping the big new micro- 
wave system busy. Another growing 
portion of WU’s business (the Telex 
direct dialing message service) will 
be shifted from AT&T wires to Mar- 
shall’s microwaves. 

“We just had to go ahead with the 
microwave operation,” says Marshall, 
explaining his $200-million gamble. 
“We know the business is there.” 
Even with this big new potential for 
fresh business, however, Western 
Union’s earnings will not improve 
overnight. In fact, the expansion may 
hurt them for a time. To help foot 
the bill, Western Union is getting 
ready to offer rights to shareholders 
to purchase more than a_ million 
shares of common stock—potential 
common equity dilution of some 15%. 

“We Had To.” Still there will be 
some quick benefits. Last year in his 
$56-million private message business 
alone, Marshall sent 60° of the 
messages over leased wire. He will 
not have to depend on AT&T so much 
in the future. Beyond that, Marshall 
sees telecommunications as a $15-bil- 
lion industry ten years from now. 
“We had to build on this scale,” says 
he, “to meet the demands that will be 
made on us.” 
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KEEPING THE 
FLAG FLYING 


Can the C&O’s cherished $4 
dividend withstand recent 
earnings attrition? Probable 
answer: yes, at least for the 


rest of 1961. 


Wovutp the mighty Chesapeake & 
Ohio Railway* be forced to cut its 
cherished $4 annual dividend? That 
question provided a debating topic as 
hot as the weather for Wall Street’s 
little group of rail analysts last month. 

Hard Times. On the face of it, there 
was plenty of cause for concern about 
C&O’s dividend. Hard hit by the re- 
cession, C&O had seen its first-half 
revenues drop 17.3%, its earnings 
thud a sickening 53.1% to just $1.20 a 
share, or 80 cents less than its six 
months’ dividend requirements. De- 
spite the tough and skillful leader- 
ship of Walter J. Tuohy, the C&O was 
caught in a hard squeeze. Its coal car- 
loadings, which make up nearly half 
of total revenues, were off sharply 
because of low operating rates in the 
steel industry. C&O’s high-rated man- 
ufactured freight fared no better. 

In its latest 12 months, analysts 
noted with concern, C&O had netted 
only $3.78 a share. This fell short of 
covering its dividend, let alone pro- 
viding a safety margin for the difficult 
merger & survival struggle in which 
all eastern railroads are involved. The 
worst showing since 1949, it paled be- 

*Chesapeake & Ohio Railway Co. Traded 
NYSE. Recent price: 5512. Price range (1961) 
high, 6734; low, 5434. Dividend (1960): $4 
Indicated 1961 payout: $4. Earnings per share 


(1960) : $5.15. Total assets: $1.1 billion. Ticker 
symbol: CO. 
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fore such banner years as 1956 and 
1957, in both of which C&O earnings 
had topped $8 a share. Even in tough 
1958, the C&O earned $6.36 a share, 
netted a remarkable 14.5 cents on each 
revenue dollar. Last year’s $5.15 a 
share had provided thin dividend 
coverage, but coverage nonetheless. 

The state of C&O’s June 30 balance 
sheet also seemed cause for concern. 
Here too, the recession had taken its 
toll. Tuohy had borrowed the money 
with which to buy Baltimore & Ohio 
stock in the C&O’s fight with the New 
York Central. These loans increased 
liabilities. Atop this, C&O’s cash ($46.2 
million) and working capital ($42.6 
million) were each down $20 million 
from their record year-end levels. 

All these facts, taken together, 
caused many rail analysts to turn 
bearish on C&O. Its stock, one of the 
few blue chips in the industry, began 
to make regular appearances on the 
Big Board’s daily list of new lows. 

Not Yet. Forgotten amidst the pes- 
simism, however, was the depth of 
C&O management’s commitment to 
its $4 payout. Tuohy and Chairman 
Cyrus Eaton had virtually promised 
dividend continuity to its own stock- 
holders. They had also used the C&O 
dividend as a big and potent argu- 
ment to woo B&O stockholders—espe- 
cially the big Swiss banks which once 
represented control. Thus continua- 
tion of the dividend seemed a prime 
tactical necessity for C&O. 

Moreover, C&O’s cash was far from 
exhausted. By cutting back sharply 
both on capital expenditures and 
maintenance (especially of its large 
freight car fleet, for which there is 
currently small demand), C&O was 
probably taking in more from depre- 
ciation and earnings combined than 
it was spending. This in spite of the 
sharply reduced earnings. 

Then, too, with its corporate belt 
tightened to the last notch, C&O was 
in excellent shape to take advantage 
of any upswing in revenues in the last 
half. C&O management, in fact, was 
still openly predicting that it would 
earn its dividend, however barely 
Snapped a spokesman last month: 
“We will earn our dividend—plus!’ 
At ICC hearings in Washington on 
C&O's application to control B&O 
Pierre Bretey, dean of The Street’s 
rail analysts, estimated C&O’s likel; 
1961 income at $4.35 a share. 

informed Betting. Thus the informed 
betting last month had it that C&O 
would continue, at least for the bal- 
ance of 1961, its $4 dividend. If the 
hoped-for traffic upturn shows up by 
fall, the dividend probably will be 
safe for some time to come. If not, 
Tuohy and Eaton may reluctantly be 
forced to lower the flag. 
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GINN’S LUCAS: 
well-aged best sellers 


PUBLISHING 


14 —¥4 = PROFITS 


For years, Ginn & Co. has 
been making a better living 
in three months than most 





companies do in twelve. 


Or THE thousands of arithmetic exer- 
cises Boston’s Ginn & Co.* has de- 
vised for generations of U.S. school 
children, none is more intriguing than 
the one that never got published in 
any of the company’s famous text- 
books: how to lose money for nine 
months and still make a handsome 
profit at the end of the year. 

As the nation’s second largest text- 
book publisher (behind Scott Fores- 
nan), this is what Ginn (pronounced 
with a hard “G”) has been doing fo1 
most of its 94 years in business. Be- 
tween October and July, President 
Homer Lucas loses money steadily. 
From July to September, the schools’ 
big buying season, Ginn makes 55% 
of its sales ($27 million last year) and 
all of its profit (88c a share in 1960). 

Lopsided as it is, Ginn’s business 
still adds up to a handsome and com- 
fortable living. Sales and earnings 
have risen every year since 1942 and, 
in the past few years, the company has 
outperformed most of its book-pub- 
lishing rivals. Little Ginn gets 95°, 
of its sales from elementary and high 
schools where the population explo- 
sion has all but guaranteed growth. 
Ginn’s chief rival, Scott Foresman, 
since 1955 has tacked 33% onto its 
earnings. Ginn has done even better, 

*Ginn & Co. Traded NYSE. Recent price 
2915. Price range (1961): high, 30's: low, 
2634. Dividend (1960) : 30c. Indicated 1961 pay- 


out: 30c. Earnings per share (1960) : 88c. Total 
assets: $24.3 million. Ticker symbol: GNN 


sales 
On every dollar of sales, Ginn 
has been netting around 9 cents, almost 
twice as much as the returns of such 
broad-line publishers as Macmillan 
Co. and considerably better than even 
McGraw-Hill’s 8%. 

One reason, of course, is that Lucas, 
year after year, gets good sales vol- 
ume out of standard works that cost 
him very little in out-of-pocket mon- 
ey. Thus, Dr. David Saville Muzzey’s 
American History has been a Ginn 
best seller (5.3 million copies) since 
1911 and, in fact, had its biggest sales 
year as recently as 1959. In 1960, Ginn 
sold 4,630 copies of a book (Charles 
Mills Gayley’s Classic Myths in Eng- 
lish Literature and in Art) that the 
company first published in 1893. Ginn 
is even getting considerable sales 
mileage these days out of a textbook 
(Allen and Greenough’s New Latin 
Grammar) which the company pub- 
lished originally 89 years ago (and has 
since revised five times). 

With standard works such as these 
as his bread and butter, Lucas has 
been able to go after big new chunks 
of business in recent years with con- 
siderable confidence. Lucas, for in- 
stance, refused to lease elementary 
textbook plates to California’s state- 
operated textbook printing plant. In 
the end the state government capitu- 
lated and Ginn wound up this yea 
with a $3-million order from Cali- 
fornia, the biggest single textbook 
order in the history of U.S. publishing. 

“Largely because of that,” says 
Lucas, “we are apparently going to 
have our best year on record, and by 
the end of the year we will be the 
biggest textbook publisher in the 
country.” Because $2.6 million of the 
California order (a reader series for 
grades one to six) was delivered in 
the first half of this year, Ginn, for 
once, was able to show a profit out- 
side that lucrative third quarter. Sales 
for the full year, says Lucas, will be 
in the neighborhood of $31 million; 
earnings will be up a whopping 40°, 
from 1960 to about $1.25 a share. 

“We would like to show a year- 
round profit every year,” says Lucas, 
“and we are working to get it.” One 
way, he hopes, will be through his 
recently expanded college textbook 
department, from which he now gets 
a meager 5% of his sales. “The grade 
school and high school boom is fast 
getting to be the college boom,” says 
Lucas, “and we want to be there.” 
By 1962, he figures, college textbook 
profits will begin to measure up to the 
rest of his operations. Since college 
textbooks are less of a seasonal oper- 
ation than other lines, Ginn’s earnings 
should thereafter be more of a year- 
round affair. 


doubling its profit on a 50°, 
rise. 
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CHEMICALS 


THE $100-MILLION 
MILLSTONE 


Why—in spite of a highly 
successful drug operation 
and some very profitable 
chemical products — has 
American Cyanamid failed to 
make more money? Answer: 
because of a $100-million de- 
cision that went wrong. 


IN THE mid-Fifties nothing so be- 
guiled the fast-growing chemical in- 
dustry as the future possibilities of 
acrylic fibers. All of wool’s many 
markets—in modish hats, comely 
gowns and sweaters, men’s suits, blan- 
kets and carpets—seemed fair game 
for the cheaper acrylics. 

Few men were more enthusiastic 
over acrylics’ potential than Wilbur 
G. Malcolm, the present chairman of 
American Cyanamid Co.,* a company 
which had already earned substantial 
profits as a major supplier of acrylo- 
nitrile, the raw material for acrylic 
fibers. If he ever had any doubts, Mal- 
colm had only to look at the massive 
investments being made in acryloni- 
trile by such rivals as Monsanto and 
Union Carbide. Moreover, Eastman 
Kodak, Dow and Chemstrand were 
spending huge sums on the develop- 
ment of the acrylic fibers. And hadn't 
du Pont made execptional profits by 
upgrading Cyanamid’s acrylonitrile 
into Orlon? 


*American Cyanamid Co. Traded NYSE 
Recent price: 4234. Price range (1961): high, 
50; low, 4214. Dividend (1960) $1.60 
Indicated 1961 payout: $1.60. Earnings per 
share (1960): $2.20. Total assets: $640.6 mil- 
lion. Ticker symbol: ACY. 
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Persuasive Facts. Cyanamid needed 
no further encouragement. In 1953, 
therefore, the company made one of 
the biggest gambles it has ever under- 
taken on any single project. The goal: 
to become the largest raw material 
supplier to this booming industry. 
Cyanamid completely revamped its 
acrylonitrile production setup, poured 
a cool $85 million between 1953 and 
1958 into the construction of a giant 
plant at Fortier, La. When completed 
the new plant could produce 100 mil- 
lion pounds a year of this acrylic raw 
material. 

No sooner did the first stage of the 
massive new Fortier plant come on 
stream than Cyanamid’s long ordeal 
with acrylic chemicals began. Tech- 
nical bugs delayed production. Mean- 
while, competition was getting hotter. 
Acrylonitrile’s price fell from 31 cents 
to 27c a pound. For three long years 
the plant operated in the red. 

As Fortier began to creep slowly 
into the black, new troubles were 
building up. Cyanamid’s biggest cus- 
tomer for the chemical was quietly 
making plans to manufacture its own 
raw materials. This spring du Pont, 
which was buying almost a third of 
Fortier’s production, started making 
enough acrylonitrile to cut its pur- 
chases from Cyanamid in half. Finally, 
just recently du Pont decided to dou- 
ble acrylonitrile capacity. By the first 
half of 1962 the big Wilmington chem- 
ist will no longer need any of this 
chemical from Cyanamid. 

Wanted: New Markets. The final loss 
of his most important customer for 
acrylonitrile will be a hard blow to 
Malcolm. Now he must find new mar- 
kets for some 30 million pounds of the 
company’s total output. With this in 
mind, Malcolm last month grimly 
slashed acrylonitrile prices 37° from 


4MERICAN CYANAMID’S ACRYLONITRILE PLANT AT FORTIER, LA.: 
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profitable, but only barely so 





CYANAMID’S 
CHEMICAL TROUBLES 


American Cyanamid's reported profit 
margins tend to run considerably 
higher than those for the chemical 
industry as a whole... 
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...but stripping out the probable prof- 
its of Cyanomid's ethical drug opera- 
tion, shows that the chemical part of 
the business has a profit margin well 
below the industry average. 
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23c a pound to 14.5c. 

The economics of chemical produc- 
tion—where labor and raw material 
costs are low—is such that Cyanamid 
was not actually losing money at this 
price. But it was not making much 
either. Even if the plant operates at 
full capacity, annual sales will not ex- 
ceed $14.5 million. With net profits 
approximately le a pound, the in- 
dustry is guessing that Fortier, even 
operating at capacity, can not net 
more than $1.5 million a year. On the 
depreciated plant value of approxi- 
mately $52 million, the net return on 
this major investment would thus be 
only about 3%, a rather poor return 
on Fortier’s massive investment and 
on eight long years of waiting and 
planning. 

Fortier’s sad plight explains why 
Cyanamid in recent years has often 
disappointed its followers. Excluding 
the drugmaking Lederle division 
(that accounts for some 29% of total 
sales and about 47% of profits), Cy- 
anamid’s chemical operations have 
one of the lowest profit margins among 
the industry’s giants. Last year, on 
estimated chemical sales of $410 
million, Cyanamid netted only about 
$25 million, or some 6 cents on the 
sales dollar. Hercules Powder, during 
the same period, racked up 8.lc, Un- 
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CYANAMID’S MALCOLM: 
firmly noncommittal 


ion Carbide 10.2c and Monsanto 7.6c. 

More Acrylic Trouble. In seeking to 
bail out the Fortier operation, Cyana- 
mid has gotten even deeper into prob- 
lems. Originally, Cyanamid was re- 
luctant to integrate forward and 
plunge into the fiber market. Mon- 
santo-owned Chemstrand’s Acrilan 
fiber and Union Carbide’s Dynel set 
out to challenge the supremacy of du 
Pont’s Orlon very early in the game. 
Cyanamid, however, continued to pro- 
duce only the raw material for other 
people’s fibers. By the time Cyanamid 
eventually decided to break out its 
Creslan fiber in 1959, the acrylic fiber 
market was already some 65% satu- 
rated with the products of five major 
producers. Thus Malcolm found the 
going exceedingly tough. 

Cyanamid was not alone in finding 
it difficult to crash the acrylic fiber 
market. Dow has lost millions devel- 
oping and marketing acrylic Zefran. 
And Union Carbide’s Dynel has 
caused plenty of headaches. But Cy- 
anamid has been one of the worst hit. 
Cyanainid’s initial $25-million invest- 
ment in Creslan has lost approximate- 
ly $13 million in two years. 

Lucky Offsets. Fortunately, Cyana- 
mid had a number of profitable chemi- 
cals and chemical end-products that 
have offset the losses on Creslan. 
Among them are phosphate and ni- 
trogen fertilizers, Formica, various 
papermaking chemicals, Melmac din- 
nerware, as well as animal nutrients. 

All the same, with almost 25°% of 
its net plant investment ($322 million 
at the 1960 year-end) barely break- 
ing even, Cyanamid is clearly carry- 
ing a heavy millstone at Fortier. Will 
the millstone ever be lifted? Last 
month Cyanamid’s officials, from 
Chairman Malcolm on down, were 
maintaining a noncommittal silence. 


CHEMICALS 


CHEMICAL 
COMEBACK 


Despite its many troubles, the 

outlook for the chemical in- 

dustry was by no means 
gloomy last month. 


It 1s no secret that one of the biggest 
headaches in the chemical industry 
today is overcapacity. In _ recent 
months U.S. chemists have been op- 
erating their $20 billion worth of 
plant at one of the lowest levels since 
the 1958 recession. Thus over the past 
year, at a time when costs were rising 
sharply, excess capacity forced down 
the average price of industrial chemi- 
cals a small but jarring 1%. 

Nor was there much chance that 
over-all prices would rise soon. “On 
balance,” says Carl A. Gerstacker, 
Dow Chemical’s chairman, “we think 
that there won't be as many price 
decreases this year as in 1960. But 
there will still be a greater number 
of price declines than increases.” 

Of Good Cheer. Surprisingly, how- 
ever, most of the industry’s top brass 
were in a cheerful mood last month. 
Du Pont, for example, showed a new- 
found strength. Last month it report- 
ed that for the second quarter it suf- 
fered a mere 3°, decline in earnings 
compared to a 12°; fall in the first 
quarter. “It is quite possible,” re- 
vealed du Pont’s Treasurer R. Russell 
Pippin, “that our earnings this yea 
could equal those of 1960.” 

Allied Chemical felt much the same 
way. During the first quarter, earn- 
ings had crashed 30° below the pre- 
vious level. But last month Chairman 
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DU PONT CELLULOSE VAT: 
profits are leveraged up 


DOW'S GERSTACKER: 
modestly optimistic 


Kerby H. Fisk announced that Allied 
had checked the decline, earned 81c 
a share in the second quarter, a de- 
cline of only 8°,. “June was a terrific 
month for us,” said Allied Vice Presi- 
dent Frank L. Linton. “It was excep- 
tional in fact. And for the full year 
we should be close to earning the $2.57 
a share of 1960.” 

Leverage Effect. The reason for the 
industry's buoyant optimism was 
quite simple: since most companies 
were still making quite good money, 
it stood to reason that they would 
make considerably more with an im- 
provement of even a few points in 
operating This is so because 
of the leverage inherent in a continu- 
ous process industry. Dow Chemical, 
for example, estimates that on the ex- 
pected 10% increase in volume, net 
income could rise as much as 20%. 

Much of the same feeling was evi- 
dent in most chemical companies 
across the country. Earlier this year 
Hercules Powder had estimated that 
this year’s earnings would just about 
equal last year’s record of $2.99 a 
share. “But today,” says Albert E. 
Forster, Hercules’ chairman, “we are 
a shade more optimistic.” 

More Than Volume. Yet while an 
increase in volume may do much to 
give profits a healthy shot in the 
arm, it does not follow that the chem- 
ists will easily regain their profita- 
bility of a few years ago. 

“The problems that have recently 
restrained the industry’s earnings,” 
warns David H. Dawson, a vice presi- 
dent at du Pont, “are obviously 
severe and will not be overcome by 
sales volume alone.” But with the 
traditional leverage now working for 
them instead of against them, the in- 
dustry was at least feeling more opti- 
mistic than it has in many months. 
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No other one business machine in the world 
does more jobs than the ‘‘Thermo-Fax”’ Brand 


Copying Machine... plus giving you WHITE 
copies, both standard and bond-weight. And 
so economical on every job, too! For example: 


Black on white, bond-weight System copies 
for as little as 2¢ a copy... Finished Paper 
Printing Plates in 30 seconds for as /ittle as 
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MIDWEST, NATIONAL STEELS NEWEST 


The continuous galvanizing line shown above and an electrolytic 
tin plating line are the first major facilities at work at our new 
Midwest Steel division, strategically located in the important Chicago 
area. They incorporate the most advanced techniques known to 
modern engineering; they produce the last word in quality. 


Galvanized steel made by the continuous line method is so superior 
that it constantly finds new uses in manufactured products of many 
kinds ... products which are improved in quality and durability by 
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FIVE OTHER 
MAJOR STEPS 

TO FURTHER 
PROGRESS SS 
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AT GREAT LAKES STEEL in Detroit, the computer- 
controlled and operated 80” Mill of the Future— 
fastest, most powerful hot-strip mill in the world —will 
provide more and better automobile body sheets. 


the combination of steel’s strength with zinc’s protection. Demand 
for tin plate grows, too, as more items go to market in tin cans. 


The galvanizing and tin plating lines will soon be followed by ultra- 
modern facilities for producing hot and cold rolled sheets . .. making 
Midwest Steel a major source of supply for the Chicago district and 
the fast-growing, steel-consuming area served from it. We are proud 
that Midwest has been constructed not only for top efficiency but 
also as one of the cleanest, most attractive industrial plants ever built. 
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OUR NEW RESEARCH CENTER will be National 
Steel's headquarters for the expanded, continuing ex- 
ploration of new and better raw materials, facilities, 
manufacturing processes and products of steel. 





a 





Be 





tes 





oh 


a 


DIVISION, SWINGS 


Midwest Steel is an important part of an overall construction program 
involving all operations of National Steel and costing well over 
$300,000,000. It will be substantially completed this year. The 
results: for our employees, more secure jobs; for our customers, a 
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INTO PRODUCTION 


better supply of the highest, most uniform quality of steel yet pro- 
duced. And for you, the consumer, still better values in the million 
and one products made of steel. We will be bringing you the news 
about other phases of this program as they swing into action. 


NATIONAL STEEL CORPORATION, erirrssurcu. rs 


SUBSIDIARIES AND DIVISIONS 
GREAT LAKES STEEL * WEIRTON STEEL © MIDWEST STEEL © STRAN-STEEL © ENAMELSTRIP © HANNA FURNACE © NATIONAL STEEL PRODUCTS 


AT STRAN-STEEL in Terre Haute, new finishing-line NEW BASIC OXYGEN FURNACES oct Great Lakes AT WEIRTON STEEL in Weirton, W. Va., new and im- 
facilities are boosting quality and output of popular Steel. Construction will start in 1961 on two basic proved facilities throughout this division will increase 
color-coated steel panels for Stran-Steel’s handsome oxygen furnaces—the largest ever built — which the production and improve the quality of Weirton's 
new line of contemporary pre-engineered buildings. will add new capacity and greater efficiency. tin plate, galvanized sheets and cold-rolled sheets 





UTILITIES 


MAKE-UP ARTIST 


To show even a little progress 

this year, Middle South Utili- 

ties must make the best gains 
in company history. 


One distinction Middle South Utili- 
ties* already has. It is one of the few 
large electric utilities, and practically 
the only electric utility holding com- 
pany, that also runs a city transit sys- 
tem. As part of a package franchise 
that includes gas and electricity, 
Middle South operates the New Or- 
leans bus and trolley system. 

But Middle South also has a newer 
distinction. Because of special circum- 
stances this year, the company must 
run especially fast to stay even with 
1960. It is a measure of President Ed- 
gar H. Dixon’s mettle that the com- 
pany promises to do so. 

The Inheritance. Both distinctions 
are rooted in Middle South’s history. 
Formed from fragments of the old 
Electric Power & Light Corp. hold- 
ing company—itself once part of the 
Electric Bond & Share system—Middle 
South went into business in 1949 with 
four operating companies whose fran- 
chises covered the western half of 
Mississippi (to the east lay the land 
of the dreaded TVA) and practically 
all of Arkansas and Louisiana. 

Middle South’s Louisiana Power 
& Light subsidiary had a corporate 
offspring, Louisiana Gas Service Co., 
that did not survive the SEC proscrip- 


*Middle South Utilities, Inc. Traded NYSE. 
Recent price: 3514. Price range (1961): high 
3875: low, 30%. Dividend (1960): $1. Indi- 
cated 1961 payout: $1.06. Earnings per share 
(1960): $1.50. Total assets: $793.9 million 
Ticker symbol: MSU 
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tion against a holding company own- 
ing more than one kind of utility. 
Louisiana Gas Service was distributed 
through a rights offering to Middle 
South shareholders last September— 
after producing $760,000 of Middle 
South’s 1960 earnings (3% of the to- 
tal, or about 44%c a share). Thus on 
Jan. 1, 1961, Middle South was already 
behind by this amount in its 1961 
effort to match last year’s showing of 
$25.2-million profit ($1.50 a share) on 
revenues of $214.6 million. 

More & More. Further, Middle 
South’s $78.4-million 1960 construc- 
tion program (a seven-year high) in- 
cluded two major projects that were 
finally completed close to year’s end. 
Thus the income account item known 
as “credits for interest during con- 
struction” was due for a sizable tum- 
ble in 1961, to an estimated $1.5 mil- 
lion vs. 1960’s $2.8 million or the 
equivalent of nearly an 8c-per-share 
decline. 

On top of all this, the waning 
months of 1960 also brought the sober- 
ing news that in January Reynolds 
Metals planned to close down one of 
its power-hungry aluminum reduction 
plants served by Middle South. (The 
estimated impact was a $2.8-million 
drop in revenues and a $700,000 in- 
crease in costs.) All told, estimated 
President Dixon, the company was 
about 17c a share behind 1960 as 1961 
opened: “If we can just equal 1960,” 
said he, “we'll be showing a hell of a 
good year.” 

The Offsets. Yet Middle South is in 
a fair way toward doing just exactly 
that. A large factor is the increased 
efficiency from two spanking new gen- 
erating stations, one near Helena, 
Ark. and the other at Little Gypsy, 
near New Orleans. The Little Gypsy 
station is. Dixon believes, the world’s 
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LITTLE GYPSY (LA.) AUTOMATED GENERATING STATION: 
the gain was in lower costs, not fewer hands 





MIDDLE SOUTH’S DIXON: 
he ran hard to stay even 


first large steam-electric power sta- 
tion designed for completely automatic 
operation. And while the station will 
in fact be attended, its real advantage 
is the low generating cost that auto- 
matic control gives it. 

The principal reason, however, be- 
hind Middle South’s ability to climb 
back up the hill is soaring use of elec- 
tricity in its own territory. As last 
month ended the company announced 
that in 1961’s first five months elec- 
tricity sales had risen to just over 
$70 million, from $65.4 million in the 
corresponding period of 1960, or 
enough to bring total revenues within 
half a percentage point of last year. 
For while the average Middle South 
residential customer still uses some- 
what less electricity than the national 
average, his usage is increasing much 
faster, doubling since 1953. 

The Skeleton. All this would nor- 
mally make Ed Dixon a very cheerful 
man, but for the part he played in 
naming a famous political football, 
the Dixon-Yates contract. By now, 
Mississippi Valley Generating Co., the 
subsidiary set up jointly by Middle 
South and the Southern Co. to supply 
power to the AEC, has exhausted all 
legal possibility of recovering from 
the Government the initial expendi- 
tures it made under its contract. The 
only question remaining is whether 
the SEC will let Middle South put into 
Mississippi Valley Generating the ex- 
tra $1.4 million or so needed to enable 
MVG to pay its obligations and go out 
of business. 

President Dixon, normally so jovial 
and genial, becomes hard and steely 
as soon as the subject comes up. “We 
feel we have a moral responsibility 
to those people,” he says quietly. 
“Even if the Government welched on 
its contract, we won’t on ours.” 








REAL ESTATE 


TROUBLE AHEAD? 


How much longer can Man- 
hattan’s lush office building 
boom last? Straw-in-the- 
wind: one major builder has 
withdrawn to the sidelines. 





SPREADING north from Manhattan’s 
bustling Grand Central area and ad- 
vancing up the majestic reaches of 
Park Avenue as far as 59th Street, 
block after block of monotonously 
modern office skyscrapers have el- 
bowed out the grand but aging apart- 
ment buildings for which the avenue 
was long famous. In lower Manhat- 
tan’s financial district, where the 
clang of heavy construction was rare- 
ly heard after the early-Thirties, new 
skyscrapers are poking their noses 
upward through the already crowded 
skyline. Since 1950 alone more than 
$2 billion has been poured into 125 
new Manhattan office buildings. 

A relatively late starter in the post- 
war boom, office construction has 
proved to be one of its more durable 
elements (see chart, p. 30). So far the 
cffice boom has shown few very clear 
signs of slowing down. Recession or 
no, in 1959, 1960, 1961—and probably 
again in 1962—rentable office space 
was being built in Manhattan at an 
annual rate of better than 6 million 
square feet, a yearly increment of 
something like 5°-. The island’s of- 
fice space has all but doubled since the 
end of World War II. 

ts It Insatiable? Is there no end to 
the demand for these elaborate white 
collar warrens? Is business’ appe- 
tite for Manhattan office space real- 
ly as insatiable as all that? Last 
month one of the nation’s leading 
builders warned firmly that it was 
not. He was Robert V. Tishman, ex- 
ecutive vice president of the $60.7 mil- 
lion (assets) Tishman Realty and 
Construction Co.* Tishman spoke with 
considerable authority. His firm built 
Manhattan’s first postwar office build- 
ing (at Park Avenue and 57th Street), 
and claims to have built more office 
buildings (12) since the war than 
any other single realtor except for 
Percy Uris’ Uris Buildings Corp. 
(with 13). Tishman is a cautious man, 
not given to apocalyptic statements. 
His words, though, had an ominous 
ring. “We feel,” Bob Tishman flatly 
declared, “that demand has finally 
caught up with supply.” His firm, he 
said, was pulling out of the office 


*Tishman Realty & Construction Co. Traded 
NYSE. Recent price: 2214. Price range (1961) 
high, 2833; low, 1545. Dividend (fiscal 1960) : 
50c plus 5% stock. Indicated fiscal 1961 pay- 
out: 50c plus stock. Earnings per share (fiscal 
1960) : 49c. Total assets: $60.7 million. Ticker 
symbol: TIS. 
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building market for a “year or two.” 

In the realty business, where opti- 
mism is an article of faith (and has 
often led to financial disaster), Tish- 
man’s warning caused at least a trem- 
or of uneasiness. Particularly so since 
it came on the heels of a well-publi- 
cized alarm written by a lesser-known 
New York realtor, Daniel M. Frieden- 
berg, and carried in June’s Harper’s 
Magazine under the title “The Coming 
Bust in the Real-Estate Boom.” 

Inmost respects, Tishman and Fried- 
enberg had few points of agreement. 
The Tishmans, in fact, were among 
Friedenberg’s main targets. He cited 
them as being among “the new mil- 
lionaires of real estate” who have 
climbed through loopholes in the tax 
laws. Be that as it may, Tishman and 
Friedenberg were agreed last month 
on one point: that Manhattan soon 
will have just about all the office 
buildings it can use for awhile. 

A Minority Of Two. Tishman and 
Friedenberg so far, at least, were still 
a distinct minority. Percy Uris, chair- 
man of New York-oriented Uris 
Buildings Corp. and Tishman’s closest 
rival, sharply disagrees with them. He 
takes comfort in the city’s 97.2 office 
occupancy rate. Said he last month: 
“We are convinced there’s a strong 
market for quality office buildings at 
the right location and we're backing 
up our conviction by building more 
extensively than ever.” As he spoke 
Uris’ construction crews were work- 
ing on two new Manhattan 
structures. Julien Studley, one of 
Manhattan’s leading office space 
agents, agreed. “Rentals,” claimed he, 
“are tighter now than they were two 
or three years ago.” 

The next few years will, of course, 
tell who was right. At the moment, 
the statistics are far from conclusive. 
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MASTER BUILDERS BOB TISHMAN 


On a national basis, office vacancies 
on May 1 of this year were running 
slightly over 6% of rentable space, 
higher than the 5% vacancy rate that 
is usually considered a danger point 
by office landlords, and substantially 
above the 3.6% rate of three years ago. 
Nevertheless, New York City and 
Washington vacancy rates are still 
under 3%. The situation differs wide- 
ly even in different areas within the 
same city. Then, too, it is the older 
buildings rather than the spanking 
new ones that feel the vacancy pres- 
sures first. The Wacker-Wabash 
Corp.’s 35-year-old Pure Oil Build- 
ing in Chicago is still 44% vacant 
more than six months after its prime 
tenant moved out. But newer Chi- 
cago buildings are renting well. 
Faced with such conflicting evi- 
dence, Tishman and his uncle, Presi- 
dent Norman Tishman, have concluded 
that the sidelines make a good place 
to sit for awhile. In Cleveland a 21- 
story Tishman building took two years 
to fill with tenants, somewhat longe: 
than expected. For just such a reason, 
for the first time since the end of World 
War II, Tishman Realty has no office 
building either under construction o1 
on the drawing board anywhere in the 
country. Last September it quietly 
dropped an option on New York land 
where it had planned an office building 
Exit Leasebacks. The move away 
from offices, even if only temporary, 
was no small decision for the Tishman 
firm. By forsaking office construc- 
tion, the company has dealt itself out 
of the sale-leaseback financing mar- 
ket. This technique enables the real- 
tor to control an income-producing 
asset without tying up his own cash 
His profit, of course, is whatever the 
property and the 
lease Tishmans that 
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SKYSCRAPER SAGA 
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construction of office buildings in . Manhation. At the current rate — which has 
yet to show any strong signs of slowing down — oa full 5% is being added every 
year to the rentable square feet of office space in the city. 
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“Includes Non Competit ve Buildings ee. U.N.) Source Reel Estate Board of N. Y. 


institutional sales-leasebacking works 
well only on office buildings where 
the realtor can show an institutional 
investor a list of blue chip, long-term 
(ten to 20 years) corporate tenants. 

Having abandoned office buildings, 
and, therefore, the leaseback tech- 
nique, where will Tishman get its po- 
tential future earnings? Chiefly from 
non-office building operations. The 
biggest part of the gap must be filled 
by the Tishmans’ heavier plunge into 
the luxury apartment field. The firm 
has scheduled for completion by 1962 
some $40 million worth of projects in 
five cities. 

Although some trouble in 
luxury apartment construction, too, 
Tishman Realty banks on its choice 
of locations and experience in 
this field to overcome any market 
softness. 

Back & Forth. The Tishmans regard 
as one of their principal strengths 
their ability to move back and forth 
between the various realty markets, 
rather than remain tied to just one. 
“We're keeping a close watch to see 
when to jump back into office build- 
ings,” says Bob Tishman. But he 
doesn’t expect to do any jumping for 
at least a few more years. “The oc- 
cupancy rate in New York City today 
is still satisfactory,” says he. “But we 
want to see how fast buildings now 
under construction fill up. That’s why 
we’re glad that we’ve plenty of other 
work to do while we wait to see how 
the office situation sorts itself out.” 
Adds Daniel Friedenberg, on this point 
at least in agreement with Tishman: 
“If all the office buildings projected 
through 1964-65 are built, I just don’t 
see how they can be filled.” 
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SHOES 


TOO FAST? 


Change is desirable, but a 
company can change too fast. 
That seems to be what is ail- 
ing big International Shoe. 


HAVING STUCK to its sturdy but out- 
moded 50-year-old corporate last too 
long, St. Louis’ International Shoe 
Co.* set out a year ago to catch up 
with the times. President Henry H 
Rand pledged he would rouse what he 
called the shoe industry’s “sleeping 
giant.” There was, proclaimed he, “a 
new spirit of St. Louis.” But last 
month, fact had yet to catch up with 
Rand’s imaginative strides. 

The midyear financial results of the 
world’s biggest shoemaker told a sad 
story, indeed. On a not-unexpected 
sales decline of only 3.7% (to $142 
million), International’s earnings for 
the six months ended May 31 plunged 
53% to 67c a share. It was the com- 
pany’s worst six-month showing in 
years. Where Rand had talked a mere 
six months ago of a record year, 
he now spoke of “reorganizing” and 
“re-evaluation.” Sales for fiscal 1961, 
said he last month, would likely 
tumble $6 million or so from 1960's 
$296 million. 

What had gone wrong? Apparently 
Rand had taken too fast a stride in 
his break with International Shoe’s 


*International 
Recent price: 347g. Price range (1961): 
3813; low, 3234. Dividend (fiscal 1960): $1.80 
Indicated fiscal 1961 payout: $1.80. Earnings 
per share (fiscal 1960): $2.61. Total assets: 
$200 million. Ticker symbol: ISS. 


Shoe Co. Traded NYSE 


high 


traditional position as a manufacturer 
first and a retailer only secondly. 

Chief ingredient in Rand’s “new 
spirit” was his big-scale expansion in 
retailing. Last year alone, he added 
125 new retail outlets (bringing Isco’s 
total to 800) and served notice that 
this was only the beginning. Of a 
$50-million long-term loan Rand ob- 
tained at the end of 1960, $20 million 
was set aside for retail expansion. 

But all this cost more in immediate 
profits than Rand had estimated. 
Early this year, he said that initial 
costs of his retail expansion “are more 
or less behind us.” But last month, 
Rand was forced to admit that Isco 
was still paying heavily for its new 
emphasis on retailing. Obviously 
dismayed, Rand put it this way: “We 
are now engaged in a careful re- 
appraisal, evaluation and grouping of 
these retail units. The cost of this 
work will be borne this year.” 

Thus there was, last month, no fur- 
ther talk of a record year in 1961. 
Instead, Rand was looking forward to 
getting 1961 behind him. “Nineteen 
sixty-two,” said he, “holds the promise 
of a settled and sound, profitable 
operation.” 


AIRLINES 


PLANES, ANYONE? 


Flying Tiger is pleased as 

punch with its new fleet. It 

only wishes it could find a 
buyer for the old one. 


SoMETIME this month, the last seven 
of Flying Tiger Line’s* ten shiny 
new turboprop cargo planes will be 
delivered to the firm’s Burbank, Calif. 
airport headquarters. But rather than 
simply gazing pridefully at his new 
acquisitions, President Robert W. 
Prescott will be hard at work on the 
two big problems the roomier, “swing- 
tail” Canadair CL-44s present for his 
airline. 

His first problem, of course, will be 
to satisfy the always hungry Tiger's 
now even larger appetite. The new 
planes are the world’s largest com- 
mercial cargo craft and when they go 
into full operation in late fall, Flying 
Tiger’s capacity will nearly triple, to 
almost 500 million ton-miles a year. 
Four of the new craft will be set 
aside for the airline’s military busi- 
ness and commercial charters. Mere- 
ly to break even on his other six 

Flying Tiger Line, Inc. 
Stock Exchange. Recent 
range (1961): high, 21; 
(fiscal 1960): 8c plus 5% 
cal 1961 payout: none. Earnings per share 


(fiscal 1960) : d74c. Total assets: $38.5 million 
Ticker symbol: FLY. 


Traded American 
price: 16. Price 
low, 934. Dividend 
stock. Indicated fis- 
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LOADING TURKEY EGGS: 
also, airborne avocados 


planes, however, Prescott will have 
to rack up a whopping 210 million ton- 
miles of commercial freight—more 
than three times the amount he car- 
ried in fiscal 1961 (ended June 30). 

Strawberries and Avocados. That is 
a tall order, even for the nation’s 
leading all-cargo carrier. Flying Tiger 
handled some 10% of all domestic air 
freight in fiscal 1960, grossing some 
$26 million in the process. But on op- 
erations Flying Tiger lost $1.2 million 
(86c a share). Now Prescott must not 
enly reverse the deficit but absorb 
heavy capital charges for the new 
planes as well. Ex-fighter Pilot Pres- 
cott plans to meet the problem head 
on. His tactic: a major rate cut. This 
is possible because of the new planes’ 
direct operating costs, which are 40° 
lower than those of the line’s present 
fleet of Super Constellations. 

Hence Flying Tiger will shortly ask 
the Civil Aeronautics Board to let it 
drop tariffs from an average 1842 cents 
per ton-mile to an average 134c. The 
new rates and faster planes will, Pres- 
cott feels, attract shippers for indus- 
trial products as well as California 
strawberries and avocados’ which 
never before moved to market in vol- 
ume by air. Bob Prescott hopes the 
CAB, generally in favor of lower air 
freight tariffs, will approve the new 
rate schedule quickly. “If it doesn’t, 
we're broke,” says he. 

Cheaper by the Dozen. Even if hopes 
for the new planes are realized, there 
will plainly be no business left for 
Flying Tiger’s old fleet of 12 Super 
Constellations to carry. “We'd like to 
sell them,” says Prescott, “but not 
below book value.” Under present 
circumstances this is tantamount to 
admitting that Flying Tiger is stuck 
with the old planes. Their book value 
is now about $1.1 million per plane, 
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compared to the original cost five 
years ago of $2.3 million. But present 
asking price by others selling this 
type of plane is just $800,000—with 
few takers. For now, Prescott will try 
to rent the Connies. “But we don’t 
have any really live prospects,” ad- 
mits he. 

Inability to sell the old planes at a 
good price is bitter medicine: capital 
gains from sales of older planes have 
regularly served as welcome relief for 
the dreary profit picture on the oper- 
ating side. 

Thus in the 1956-60 period, Flying 
Tiger earned a total $5.48 per share 
on plane sales, but lost 58c a share on 
operations which were profitable in 
only two of the five years. In fiscal 
1961, Flying Tiger’s operations were 
very modestly in the black, according 
to Prescott, but probably not by much 
more than the 5c a share the airline 
gained from selling one plane. 

For the immediate future, how- 
ever, Flying Tiger stockholders can 
probably expect no such relief. To re- 
mind him of the job he faces, Prescott 
still has one old C-46 for sale (he had 
23 three years ago), a leftover from 
the days when the Super Connies, 
now being put out to pasture, were 
the pride of the fleet. 


TEXTILES 


CHATTAHOOCHEE 
HARBINGER 


When orders for West 

Point's specialty textiles turn 

up, the rest of the industry is 
usually not far behind. 


THERE SEEMED on the surface no com- 
pelling reason why the directors of 
West Point Manufacturing Co.,* lo- 
cated on the banks of Georgia’s Chat- 
tahoochee River, should declare the 
regular 30-cent dividend at their 
board meeting held in New York last 
month. But the fact that they did was 
a favorable omen for the whole textile 
industry. 

Only the month before President 
Joseph L. Lanier had reported that the 
company had but an anemic 17c pei 
share to show for its fiscal third- 
quarter labors, down from 38c in the 
second quarter and 54c in the first. 
But Lanier’s words had been sweeter 
than his figures. “We estimate that 
profits for the fourth quarter will be 
substantially over the profits for the 

*West Point Manufacturing Co. Traded 
over-the-counter. Recent price: 2215. Price 
range (1961): high, 2434; low, 16. Dividend 
(fiscal 1960): $1.25. Indicated fiscal 1961 pay- 


out: $1.20. Earnings r share (fiscal 1960): 
$2.69. Total assets: $93.2 million. 


third quarter,” said he. Lanier added 
that the company’s unfilled orders had 
swelled 15% since the start of the 
fiscal year, and that both sales and 
prices were on the upgrade. 

Improvement Pattern. Best of all, the 
signs were that West Point was not 
alone in feeling the improvement 
Orders, elaborated veteran textile 
executive Terman D. Ruhm Jr., head 
of West Point’s Wellington Sears sales 
subsidiary, have been building up 
slowly for some time. “Things have 
been getting weekly better all year,” 
said Ruhm. “It’s a typical textile 
cycle: the top of the unfilled orde: 
cycle was in January 1960, and its 
bottom almost exactly 12 months 
later. I would think that by fall, de- 
livery dates on textiles would be as 
important as price, and by year-end 
they would be more important.” 

Especially favored in the upturn 
have been the industrial fabrics (e.g., 
heavy cotton duck) that make up 
some 50% of West Point’s sales and 
give the company a stability rare in its 
industry. “Apparel fabrics have been 
slowest to recover,” said Ruhm. Thus 
one might infer a somewhat less fa- 
vorable picture for such companies as 
Burlington and Stevens. 

Across the Board. But Burlington 
Industries and J. P. Stevens & Co. 
were not all that far behind. In late 
June both posted price increases on 
worsted fabrics and mohair blends. 
Substantial price boosts were also 
posted for tricot knit underweai 
fabrics, and cotton goods prices were 
reported steady-to-firm in a month 
when the market is _ traditionally 
drowsy. Though they were still keep- 
ing their fingers crossed, many veteran 
textilemen were convinced that the 
industry was well past its slough and 
on the way up. 


WEAVER ADJUSTS LOOM: 
the textile tempo was quickening 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy these 
securities. The offer is made only by the Prospectus. 


435,000 Shares* 


American Photocopy Equipment 
Company 


Common Shares 


No Par Value) 


Price $33. r Share 


*50,000 of these shares are being offered for the account of the 
Company and 385,000 shares for the accounts of Selling Stockholders 


Copies of the Prospectus may be obtained in any State only from such of th 
several Underwriters, including the undersigned, as may 
lawfully offer the securities in such State 


Lehman Brothers 


Blyth & Co., Inc. 


Eastman Dillon, Union Securities & Co. 
Goldman,Sachs&Co. Kidder,Peabody&Co. LazardFréres& Co. 
Carl M. Loeb, Rhoades & Co. Paine, Webber, Jackson & Curtis 
Paribas Corporation 


Stone & Webster Securities Corporation 


Dean Witter & Co. A. G. Becker & Co. 


; Incorporated 
July 19, 1961 
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GOOD SAMARITAN 


By helping Republic Avia- 

tion out of a nasty spot, ACF 

did both itself and the plane- 
maker a good turn. 


IN THE first months of 1960, Republic 
Aviation was faced with a ticklish 
situation that could have threatened 
its whole future. The estate of a de- 
ceased former director, Paul Moore, 
was on the point of selling off its 
214,500-share holding of Republic 
common, a whopping 15% of the total 
outstanding. This could not have 
come at a more unfortunate time for 
the Long Island planemaker (Forses, 
June 1). 

Sales and earnings had just hit 
their lowest point in eight years and 
sent the price of Republic common 
tailspinning from 2834 the year before 
to as low as 19% in the first quarter. 
This price was actually lower than 
the company’s per share working 
capital of $22.82 and well below the 
book value of $36.85. Clearly then 
if these shares hit the market it might 
create a classic situation for the take- 
over operators who were already 
lurking in the wings. 

Into the Breach. But in May of that 
year Manhattan-based rail equipment 
maker ACF Industries Inc.* stepped 
into the breach, privately purchased 


_ the whole bundle of stock. ACF, al- 


ready in debt to the tune of $30 mil- 
lion, had to scrape to meet the $5- 
million purchase price. But ACF’s 
Chairman William T. Taylor was firm- 
ly convinced that Republic Aviation 
was worth more than its market 
price. 

Events proved Taylor right. Toward 
the end of 1960, Republic’s earnings 
began a fast take-off. For a time Tay- 
lor considered wooing Republic with 
a merger offer. But in June he de- 





cided that the engagement was off. 
Last month ACF announced that it 
will soon sell its holdings through a 
secondary public offering. 

By now, however, the price of Re- 
public is around $43 a share, thus 
making an estimated $4-million pre- 
tax profit for ACF. With the plane- 
maker’s price at the current level, 
Republic is no longer threatened by a 
take-over. And ACF stockholders 
are richer by about $2 a share after 


This totally newcombination of safety, more of its insured members listed be- 
convenience and high earnings (4%% low.%4 Up to$10,000 is insured with each 
current minimum annual rate) isnow _ association by the Federal Savings and 
possible because 11 California savings Loan Insurance Corp., permitting as 
and loan associations have joined to- |muchas$110,000 to be insured under one 
gether as Financial Federation, Inc. account name. % Make checks payable 
4 You mail funds directly to Financial _ to Financial Federation, Inc. or to indi- 
Federation for placing with one or vidual associations in amounts you wish. 


For more details, write for Financial Federation’s Savings /Investment Portfolio 


Atlantic Savings, Los Angeles *Coachella Valley Savings, Palm Springs* Community Savings, Comptone [| 
La Ballona Savings, Culver City * Lassen Savings, Chico « Midvalley Savings, Marysville « Palomar 
Savings, Escondido « Prudential Savings, San Gabriel « Sequoia Savings, Fresno » Sierra Savings, 
San Bernardino « Silver Gate Savings, San Diego. All associations are members of Federal Home 


taxes. Obviously Taylor’s 15-month 
investment was a good thing all 
around. 


Loan Bank System with accounts insured by Federal Savings and Loan Insurance Corporation. 


ACF Industries Inc. Traded NYSE. Recent 
price 5719. Price range (1961): high, 60; low, 
| 38. Divi end (fiscal 1960): $2.50. Indicated 
FINANCIAL FEDERATION, inc. fiseal 1961 payout: $2.50. Earnings per share 
® (fiscal 1960): $3.64. Total assets: $182.9 

DEPT. 1202, 615 SO. FLOWER ST. (AT WILSHIRE) LOS ANGELES 17, CALIF. million. Ticker symbol: ACF. 


Combined Assets over $390 Million 
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. How intensively are we working? (BLS average weekly hours 
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What is the money supply? (net bonk deposits plus invest- 


Factors are adjusted to reflect changing valves of the dollar, 


and for seasonal variations 


Plotted line for current year is o preliminary weekly figure, and 


may not agree with the revised month! 


ly total shown in tabular 


form. Dotted projection indicates an 8-day estimate based on 
tentative figures, and is subject to revision 








July Aug. 


104.5 102.8 


: 


Sept. 


102.4 











Oct. Nov. Dec. 


102.9 101.1 100.3 








March = April May June July 


(prelim.) 


100.1 105.6 


101.7 102.9 104.9 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


A Philosophy For Action 


GENERALIZATIONS always are easy to 
make—which is why the stock market 
is a never-ending topic for discussion. 
But the more pat the generalization, 
the more likely it is to be misleading. 
particularly at a time such as the 
present, when the economy is riddled 
with crosscurrents. Everyone knows 
that the phrases “half full” and “half 
empty” mean the same thing—but few 
fully appreciate the fact that the con- 
notation is entirely different. 

For example, while the Florida land 
boom may have passed its peak, this 
doesn’t mean that there’s a blight in 
all the sunshine states. In a few 
years California probably will be the 
biggest state in the Union. All of 
which suggests that the degree, time 
and place of emphasis can be equally 
if not more important than the gen- 
eralization itself. 

The automobile industry is an ex- 
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cellent illustration 
of the reason why 
I stress this point. 
At first glance the 
auto stocks have 
little interest to 
the present gener- 
ation of security 
buyers. For one 
thing, there’s been no real growth of 
demand in the past decade. Last 
year’s passenger car production was 
practically the same as 1950's (6.7 mil- 
lion units). Secondly, while the com- 
pact car has given Detroit the answe: 
to foreign imports, it’s whittled mar- 
gins and complicated the health of the 
trade-in market which influences new 
car sales. Thirdly, it’s difficult to 
visualize another 1955, when 7.9 mil- 
lion cars were produced. 

As I see it, however, these gener- 
alizations could fall in the realm of 


“half truths.” They may represent a 
glib oversimplification which  ob- 
scures the possibility that 1962 could 
be an excitingly better year than 1961 

The 


mood 


reasons for my optimism—a 
which I think will later be 
caught by the stock market—can be 
stated quite simply. The logic is on 
the side of perhaps a 15% increase in 
1962 passenger car production over 
this year’s roughly 5.5 million units 
Consumer income is rising, install- 
ment debt has been reduced, used car 
prices have firmed, etc. Perhaps the 
biggest unknown is the question of 
consumer reaction to the new models 
which will be unveiled this fall. But 
one thing is certain: there'll be a 
wider variety to tempt tastes than eve1 
before. If my production premise is 
supported, the industry’s profits could 
rise sharply inasmuch as tooling-up 
costs, which are written off against 
each year’s earnings, will be less than 
those incurred by the 1961 models 
Then, too, the impact of the compact 
car already has been absorbed. 

In my opinion, there’s enough inter- 
mediate excitement ahead to encour- 
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age an interest in Ford Motor—around 
85, paying $3 and in a position to earn 
about $7.25 per share this year as 
compared with $7.79 per share in 
1960. General Motors (below 46, pay- 
ing $2 and in a position to earn about 
$2.85 this year vs. $3.35 in 1960) also 
is attractive—despite the pending 
du Pont divestiture of its GM hold- 
ings. Both Ford and General Motors 
have an embarrassingly strong finan- 
cial position, and I suspect that Ford 
is a candidate for a dividend increase 
this winter. 

A prospering automotive industry 
will have constructive side effects 
within the stock market, too. For ex- 
ample, an increase in passenger car 
sales would mean higher demand for 
installment credit—which points a 
finger at C.I.T. Financial (around 74, 
paying $2.80). Even though 1961 is a 
“down” automobile year, C.L.T.’s earn- 
ings should approximate the $4.67 per 
share reported for 1960. Furthermore, 
the company’s fast growing non- 
automotive interests at present con- 
tribute a very respectable share of 
total profits. Retail automotive ac- 
counts receivable now represent less 
than half the company’s total install- 
ment business, whereas the propor- 
tion was around 80°, five years ago. 

The tire companies—which _ this 
year will have moderately higher re- 
placement tire sales, but 15°; -20°; 
lower original equipment sales—are 
another obvious beneficiary of a good 
automotive year. Despite a slow 
start, I expect 1961 profits to make 
very respectable comparisons with 
last year, particularly in the case of 
those companies with heavy foreign 
manufacturing facilities. June is un- 
derstood to have been an excellent 
month, and I'm told that profit mar- 
gins make very pleasant reading 
despite the retail price cutting which 
is essentially a seasonal occurrence. 
This is the reason I previously com- 
mented favorably on B.F. Goodrich, 
now around 65 and paying $2.20. This 
year’s earnings may be close to $4 per 
share as compared with $3.33 in 1960. 
And 1962 could approach the all-time 
record high profit of $5.26 per share 
reported in 1955. 

Naturally, there are other instances 
where surface generalizations have 
opened beneath-the-surface oppor- 
tunities. They cover a wide variety 
of different businesses. The point to 
remember is that it takes a surprise 
to make a new price trend and the 
surprises, this summer and fall, will 
be in different directions than here- 
tofore. 

In this connection, a recheck of the 
J.P. Stevens situation supports my 
previously expressed view that this is 
a most interesting high-yielding spec- 


ulation (around 29). For one thing, 
there is no change in my guesstimate 
that the second fiscal half profit will 
be sharply better than the first and 
that full fiscal year earnings could be 
in the area of $2.50 per share. Sec- 
ondly, Stevens is turning in a much 
better earnings showing than its com- 
petition, since close to 40° of Stevens’ 
volume is in the wool and worsted 
division which is doing extremely 
well. Thirdly, there is a great deal of 
what the financial community calls 
“internal earnings leverage.” For ex- 
ample, if the synthetic fibers division 
were to return to a more normal 
profit margin, it could mean perhaps 
50c to $1 per share in earnings. This 
prospect, plus the fact that there are 
moves under way to improve mar- 
gins in the cotton goods division—and 
the volume lift has been all across the 
board—indicates that 1962 will be a 
much better year. 

I don’t want to labor the point, but 
it’s important to remember to look fon 
the exceptions to the popular impres- 
sions, for it’s the exceptions which 
can lead to a pleasant speculative 
surprise. For example, the easiest 
generalization of past months has been 
to the effect that the airline industry 
faces a re-equipment problem and 
must contend with unrealistic regu- 
latory policies by the Civil Aeronau- 
tics Board. Actually, however, the 
Capital case taught the CAB an im- 
portant lesson—and the supersonic 
age requiring new planes won't be 
here until about 1970. My long-stand- 
ing favorite, United Air Lines. is in a 
position where next year’s profits 
could be 50‘; -100°, higher than this 
year. 

In like vein of thouzht while every- 
one suddenly has wakened to the fact 
that the semiconductor industry is 
undergoing a major transition, this 
doesn’t necessarily mean that Ray- 
theon is unattractive. Actually. Ray- 
theon’s semiconductor division re- 
portedly has been in the red for some 
time but should be comfortably in the 
black in 1962 when a new. more effi- 
cient plant is in full operation. 

Speaking of generalizations, it’s 
easy to enthuse about North Ameri- 
can Aviation (around 49) in view of 
Congressional pressure for a_ rein- 
statement of the B-70 bomber pro- 
gram. But even if the program is not 
reactivated, the cutback did not ma- 
terially affect the company’s bright 
1961 sales and earnings prospects. 
There’s more immediate, if not poten- 
tial, excitement in the company’s 
Hound Dog air-to-surface missile 
which extends the striking power of 
the B-52 bomber. 

All of which highlights one signifi- 

(CONTINUED ON PAGE 46) 
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The Machine Tool Industry—orders for whose 
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trolled machine tools. 
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aMARKET COMMENT 


by ROBERT E, BUCHSBAUM* 


More New Corporate Images 


Last year, when this writer was a 
guest columnist, I discussed new 
corporate images and cited some ex- 
amples as having appeal for longer- 
range capital appreciation. The spe- 
cific issues were Servel (15, then 
1312), Republic Corp. (1442, then 11), 
Crowell Collier (35, then 31,) Collins 
& Aikman (42, then 2712), Diamond 
National (41%, then 37), Rexall Drug 
(49, then 50) and Kirkeby Natus 
(2212, then 20). 

At that time it was pointed out that 
quite often considerable patience is 
required with a stock while the com- 
pany goes through a transition phase. 
Thus, these special situations are not 
always attractive for the trader, but 
they merit attention from the seeker 
of values, especially when the capa- 
bilities of the management can be 
ascertained in advance. For maxi- 
mum gains it is naturally advanta- 
geous to get in on the ground floor 
when future prospects are not always 
too clear. Once progress is evident 
many of these stocks attract greater 
institutional support which then con- 
tributes to their investment standing 
in the later stages of company de- 
velopment. Generally, when a com- 
pany experiences a real turnaround 
in its affairs, the improvement is not 
a “flash in the pan” but continues for 
an indefinite period. For these reasons, 
the above stocks justify retention by 
those who bought at lower prices, and 
they remain attractive for new pur- 
chases, especially Diamond National, 
Collins & Aikman, Rexall and Re- 
public. 

Woolworth 
“ex” 


(7642) is again selling 
the flurry which accompanied 
the announcement that the company 
would enter the discount store field. 
This year’s high was 88%. The news 
broke during a period when dis- 
count store stocks enjoying 
great popularity and traders were 
paying little attention to the time ele- 
ment involved before earnings from 
new stores might accrue. The new 
stores are expected to be bigger than 
any now in operation as discount 
centers. Earnings from them are 
probably a couple of years off at best. 
Nonetheless, the development is an 
important “plus” in view of the com- 
pany’s merchandising ability. At 15 
times earnings, and considering the 
interests in British Woolworth and 
the German subsidiary, an investor 
is paying no premium for the longer- 
range earnings potential of the new 
units. 


were 


Dynamic improvement in the earn- 
ings trend of Burry Biscuit (24) first 
became evident a little over a year 
ago. The stock rose from around 10 
last July to a high of 351 earlier this 
year. A merger has just been pro- 
posed with Quaker Oats (72) where- 
by every three shares of Burry will 
get one share of Quaker Oats. The 
merger is a “natural” and creates a 
new corporate image for both com- 
panies. Quaker has not had as dy- 
namic a record as some of the bther 
leading food corporations, but earn- 
ings have been higher in each year 
since 1952, up about 75°. since that 
year. The merger will give Quaker 
an important new fast-growing prod- 
uct line and it will give Burry much 
more rapid geographic expansion 
than would be possible if the company 
had remained a separate entity. Date 
of meeting for official stockholder ap- 
proval has not yet been set. Until 
such time as the merger becomes ef- 
fective there will be arbitraging in the 
stocks. 

United Fruit (26) is far from hav- 
ing regained its,former institutional 
status but the stock has almost dou- 
bled from last year’s low and there 
have been quite a few favorable 
comments lately. Probably the most 
important thing in the situation is 
evidence of a change in the manage- 
ment’s philosophy. A major problem 
has been the inability to run the com- 
pany’s vast banana properties in the 
fashion of ten or 20 years ago. Social, 
political and economic conditions in 
Central and Latin America are no 
longer what they used to be and 
United Fruit has been slow in adapt- 
ing to the change. The company is 
now selling and leasing many of its 
plantations, thus giving the local 
population greater responsibility and 
a more important role in the opera- 
tions while United Fruit buys the 
produce. 

Promotional efforts are being in- 
tensified to spur increased consump- 
tion of bananas and the diversification 
program is making slow but steady 
progress. The line of freeze dried 
food products is being expanded and 
will get a more aggressive market- 
ing build-up next year. The stock 
still represents a speculation but it 
deserves more attention now than it 
has deserved for some time. Book 
value at the end of last year was $40.64 

*Mr. Robert E. Buchsbaum, a member of 
the research staff of W. E. Hutton & Co., New 


York City, is a guest columnist for Mr. L. O 
Hooper, who is on vacation. 
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a share and the sole capitalization 
consists of 8,717,425 shares of common 
stocks. 

Time, Inc. (86) has always had im- 
portant outside interests—paper, tim- 
berlands, radio and television stations 
and real estate—but none of these 
have the earnings potential of the 
book publishing field which Time is 
entering on a major scale. Eventually 
Time hopes to become one of the 
largest book publishers and, with the 
groundwork laid, this division could 
contribute significantly to earnings 
beginning next year. Other factors 
are at work which should help Time 
recapture its former profit margins. 
Earnings this year are expected to be 
around the $4.75 a share of 1960 but 
could recover in 1962 to the $6-$7 a 
share level that prevailed in 1956 and 
in 1957. In relation to most book pub- 
lishing stocks, Time is a reasonable 
value. 

Heublein (55) has been a well- 
known name for many years as a pro- 
ducer of cordials and an importer and 
distributor of Harvey sherry, Bell’s 
scotch,« Guinness Stout, Bass Ale, 
Huntley & Palmer biscuits, Rose’s 
Lime Juice and other products. How- 
ever, it has been the spectacular rise 
in vodka consumption which has 
provided the company with a real 
windfall. Sales of vodka in the US. 
increased from 1.3 million gallons in 
1951 to 19.4 million gallons last year 
and Heublein has been largely re- 
sponsible for the growth due to its 
aggressive and imaginative promotion 
of the product. 

The company’s three brands, Smir- 
noff, Relska and Popoff account for 
around 30° of U.S. sales. No other 
producer comes close to this figure. 
It has been estimated that vodka sales 
will show a rate of growth of a little 
better than 10°, on average com- 
pounded for some years. Heublein 
has just begun for its line of ready- 
mixed cocktails the same promotional 
build-up that vodka received (“what 
this country needs is a good 25-cent 
manhattan, martini, etc.”). 

Heublein’s food division, which has 
marketed A-1 sauce, Maypo and Mal- 
tex cereals and Anderson soups, is 
being expanded. Recently it was an- 
nounced that Timely Brands, a pro- 
ducer of cake-decorating food prod- 
ucts, and Escoffier Ltd., a London 
specialty foods concern best known 
for its various sauces, had been ac- 
quired. Thus, important steps have 
been taken for substantially greater 
diversification in the food field. Earn- 
ings for the fiscal year just ended 
(June 30) are estimated at around 
$2.50 a share, up from $2.31 in 1960. 
The stock is down from a high this 
year of approximately 74. 
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THERE is no such thing as a riskless 
investment, there are only varying 
degrees of risk. Even U.S. Govern- 
ment bonds provide no absolute as- 
surance against loss, which can result 
either from inflation or a decline in 
their market price, or both. 

Common stocks, representing own- 
ership in a business, are risk invest- 
ments almost by definition, but the 
extent of the risk varies greatly, of 
course, depending on the nature of 
the business. It is very obvious that 
an investment in American Telephone 
or General Foods is “safer” than one in 
the shares of an unseasoned electron- 
ics manufacturer or a mining com- 
pany, but usually a greater profit po- 
tential goes along with the greater 
risk. All this is, or should be, basic 
knowledge for investors. 

Normal business risks, such as the 
uncertainties of competition, prices, 
product or equipment obsolescence, 
the business cycle, labor relations, in- 
ternational tensions, etc., are not pre- 
dictable with accuracy, but they are 
calculable and the market’s evalua- 
tion of them is expressed in the price 
movements of a stock. 

Recently, however, a new and un- 
expected risk has been added which, 
should it assume larger proportions, 
can have serious repercussions on 
investment confidence. I am refer- 
ring to the attitude of the antitrust 
division of the Department of Justice 
which has become exceedingly ag- 
gressive and belligerent. I firmly be- 
lieve that the antitrust laws are vital 
for the successful functioning of a free 
enterprise economy such as ours and 
that protection against the abuse of 
economic power is needed by society. 
But vagueness and arbitrariness in 
the administration of these statutes 
is intolerable. 

The public at large as well as the 
American business world in general 
agreed with the court decision that 
numerous companies in the electrical 
equipment industry had knowingly 
violated the laws of the land by fixing 
prices and allocating the available 
business among themselves. It is too 
bad, but not avoidable, that a multi- 
tude of innocent stockholders suffered 
losses as a result of the destruction of 
a corporate image of integrity. Yet, 
when the Department of Justice asks 
General Electric to sign a consent 
decree which is so vague that the 


| company will be damned if it does 


and damned if it doesn’t, then one be- 
gins to suspect vindictiveness. 


BSTOCK ANALYSIS 


Unexpected Risks 


by HEINZ H. BIEL 


ag 


Early last month 
the Department 
of Justice advised 
the Honolulu Oil 
Corp. that the 
proposed sale of 
its assets to two 
major oil compa- 
nies might violate 
the antitrust laws. This event was 
utterly unexpected and unforeseeable 
because it simply does not make eco- 
nomic sense. Whether this action was 
designed to postpone liquidation of 
Honolulu Oil in order to give the 
Internal Revenue Service time to re- 
vise its policy in taxing oil payments 
(a method of paying for oil reserves 
in the ground) as income instead of 
as capital gains is not known. 

In any event, stockholders of Hono- 
lulu Oil had little reason to doubt that 
before long they would receive $101.28 
a share in liquidation. The stock was 
selling around 93 when the Depart- 
ment of Justice dropped its bomb, 
causing the price to plunge some 18 
points and leaving the hapless share- 
holder in the unenviable position 
of having no way to evaluate his in- 
vestment. It had been known for 
months that the assets of Honolulu 
Oil were to be sold. If the Govern- 
ment had any qualms about the le- 
gality of this transaction, it should 
have issued a warning right then and 
there instead of waiting until the very 
last moment when consummation of 
the sale was imminent. Instead of 
protecting the people whom it is sup- 
posed to serve, the Department of 
Justice is causing unnecessary dam- 
age. 

A few days later the same Depart- 
ment struck again, this time hitting a 
small business. It happened to be one 
of my favorite growth companies, 
Suburban Gas (25), which had been 
suggested as an investment to ForRBES 
readers in this column (Mar. 1, 1960). 
Suburban Gas, a distributor of L-P 
gas in the western states, had made 59 
acquisitions since 1948 according to 
the complaint, implying that this is a 
grabbing giant that “tends to create 
a monopoly” by putting its competi- 
tors out of business. This “giant’s” 
sales in the 1960-61 fiscal year totaled 
all of $18.7 million. It was a record, 
to be sure. Many of the numerous 
acquisitions involved little businesses 
consisting of a few trucks and a few 
hundred customers, companies which 
were too small not only to provide 

(CONTINUED ON PAGE 47) 
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10 ‘INSIDER’ STOCKS 
TO BUY NOW! 


WHICH 10 of these 40 STOCKS are the INSIDERS Buying? 
... and which 30 are they SELLING? 





HERE ARE 40 LEADING STOCKS. The INSIDERS—the 
men who know—ARE BUYING JUST 10 and Selling THE 
OTHER 30 STOCKS. Can you tell which they're buying, 
and selling? If not send for the INSIDER REPORT with 


the startling facts everyone in the market needs to know. 


$B S$ B 
ALLIED ARTISTS —— HERTZ CORP. 
ALUMINIUM LTD. —— HOLT RINEHART 
AMERICAN M.A.R.C. —— |B.M. 
AMERICAN MOTORS —— LAFAYETTE RADIO 
AMPEX CORP. —— LING-TEMCO EL’TRON 
ANKEN CHEMICALS —— LITTON INDUSTRIES 
AVNET ELECTRONICS — — LONE STAR GAS 


BELOCK INSTRUMENT —— 
BOBBIE BROOKS -— 
BRUNSWICK CORP. —_- 
BURLINGTON IND. _ 
CITY PRODUCTS -— 
CLARK EQUIPMENT -- 
COMMERCIAL SOLVENTS — — 
CORN PRODUCTS -= 
ELECTRO-SCIENCE —-— 
EL PASO NATURAL GAS — — 
FINANCIAL GENERAL —— 
FRUEHAUF TRAILER ae 
GENERAL MOTORS -— 


KAISER ALUMINUM 
MICROWAVE ASSOC. —— 
MINERALS & CHEMICALS — — 
OLIN MATHIESON ae 
PAN AMERICAN AIR 

PERFECT PHOTO 

POLYMER CORP. 

SAN DIEGO IMPERIAL 
SCHENLEY IND. 

SEEMAN BROTHERS 

SPERRY RAND 

TEXAS INSTRUMENTS 

VENDO CO. 











If you're tired of trying to wade through sheaves of gobbledegook 
financial comment, charts and statistics . . . if you'd like to know the facts 
that have governed astute stock market traders for many years (example: 
Bernard Baruch, one of the great stock market speculators of all times, 
interviewed and appraised Insider ability and holdings in any company 
before he invested in it). If you would like to know just what company 
officials think of your favorites .. . you'll get these answers in the Insider 
Report. Probably the best dollar you've ever invested in the stock market 
—the Insider Report, including a full investigation and discussion of 10 
stocks the Insiders are buying right now! 


lf it isn't the best dollar you've ever invested in the market, Rodger 
Bridwell and Staff of the Insider will gladly refund your money. 


lf the Insider Report is what you've been looking for, it will be the piece 
of mail you await most eagerly, every other Monday. Today thousands of 
investors all over the world won't make a move in the stock market, what- 
ever the climate on the outside . . . until the Insider Report tells them 
just what's going on in The Inside. 


NOW LOOK AT THE CLUES BELOW! They'll give you a hint on 
the 10 STOCKS THE INSIDERS ARE BUYING NOW. You'll see many 
of these stocks listed by “financial experts’ as GROWTH STOCKS. 
But to the INSIDERS—the men who know each of these stocks best— 
only 10 ARE INSIDER STOCKS TO BUY NOW. 

Stock 1: A buy in 12-13 range. Has $10.5 million in cash ready for 
acquisitions. 

Stock 2: Sales of this Insider BUY at 17-18 have moved up steadily 
from $4.7 million to $7.0 million (E). Earnings, and Dividends too. 
Profit margin may take a fantastic jump. 

Stock 3: In past year INSIDERS HAVE BOUGHT 41,464 SHARES. 
Has paid dividends for 66 years. 

Stock 4: These INSIDERS know their business. One $6,000. investment 
is now quoted at $870,000.00. You can join them at 36-38. 

Stock 5: For each dollar invested, INSIDERS get back $8. to $10. in 
gross revenue. 

Stock 6: One INSIDER owns 51%. A "GO COMPANY" that says 
our estimates of $5. earnings are conservative. 

Stock 7: Recession didn't dent the area where this INSIDER UTILITY 
STOCK holds forth. Plans are afloat to list shares NYSE in near future. 
Stock 8: INSIDERS ARE BUYING—EARNINGS ARE AT RECORD 
RATE—MANAGEMENT SAYS EARNINGS CAN DOUBLE IN COM. 
ING YEAR. A listing on NYSE is “in the works.” 


, Stock 9: THIS STOCK HAS RISEN 63% since the Report first started 


calling attention to INSIDER ACTIVITY. You can still make an 
INSIDER BUY under 30. 

Stock 10: INSIDERS ARE STILL ADDING TO THEIR 300,000 
SHARES. Profit trend is up. You can join the INSIDERS at around 40. 


SEND $1 FOR YOUR COPY OF THE 


INSIDER 
REPORT 


Bridwell & Co., Box 5067, Stanford, Palo Alto, Calif., Dept. Al4 


Including supervised 12 Insider stocks investment account 
Plus— 

12 Insider stocks speculative account 

Plus— 

Current listings of stocks Insiders have been 

quietly buying for a year or more 

Plus— 

Special study of 10 Insider stocks to buy now 


1 1 enclose $1.00 for current copy of the “Insider Report" with "10 
| Stocks Insiders are Buying.” 

| 

| Name 

l 

| Address 
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gets you— 
Reliable 
Advice 


SINCE JANUARY 1960 WE HAVE 
RECOMMENDED ONLY 9 STOCKS: 


Brush Beryllium 29 
Philips’ Lamps 10134 
A.C. Nielsen 26 
Manpower, Inc. 3914 
Sanborn Co 53 
C-E-I-R 27 
Nuclear Materials 63 
Sterilon Corp 24% 
Restaurant Assoc 15% 


now 48 
now 13634 
now 50% 
sold 511% 
sold 63 
now 59 
now 89 
now 25% 
now 1614 
Since our recommendation, 3 stocks have 
been heavily bought by Mutuai Funds, 
and 3 have split. 


The REPORT plans to recommend a lim- 
ited number of unique Special Situations 
for anticipated substantial capital gains. 
We recommend when to buy and when 
to sell. 


The forthcoming REPORT is on a little- 
known growth industry and the stock 
of a Company that suggests, “PROMISE 
HER ANYTHING...” 
For an annual subscription (published 
monthly) including the 9th rec- 
ommendation and the forthcoming 
REPORT—fill in coupon. 
THE LAZARUS REPORT 

370 Lexington Avenue, N. Y. 17, N. Y. 
Enter my subscription for one year. 
i ee Eee 
PINT esitiemnsienligiicesetecesiialneaaaabenpaiesiasngibe 


MOOR. acttunsintiniintnetiemaantiaits 


City _ State 
*current prices 7/14/61 
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Opportunities in WARRANTS 


if you are interested in making each $1 do 
the work of $100 or $1,000 in a rising 
market—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000 or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What worrants are outstanding in to 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind—'*THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
you should know about, send $2.00 to 

R. H. M. Associates, Dept. 

F-184, 220 Fifth Avenue, New 

York 1, N. Y. or send for 

free descriptive folder 














The Interim Technical Review 


appraisals current & an 
ticipated stock trend ising well-rounded appruach to 
eritical selectivity & careful timing intended for 
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Twice month! By subscription, moderate cost. Com 
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TECHNICIAN’S PERSPECTIVE 


Speculation (Old Style) 


Out of the speculative high jinks of 
recent months, and from the resulting 
hangover, a sort of “home-to-mother” 
movement seems to be emerging 
among investors and speculators, and 
the old-fashioned virtues of buying 
recognizable values (instead of glow- 
ing hopes) once more being 
stressed. Obviously, this is a more 
wholesome if less exciting approach, 
but it has been a profitable one in the 
past. And should prove so again. 

The idea of buying values is, of 
course, to buy them as cheaply as pos- 
sible. Often this means buying a stock 
when it is not especially popular. In 
such cases it is, I think, especially 
important to have the underlying 
fundamentals backed up by a sound 
technical position. Let me show you 
what I consider one of the more in- 
teresting examples of this combina- 
tion. Its technical aspects are rela- 
tively simple, so we'll leave them for 
later. The fundamentals, on the other 
hand, are somewhat complex and not 
very obvious at first glance. 

Actually, the story of Sheraton 
Corp. (SHR, about 19) has been told 
many times and the company’s man- 
agement has been spreading it assidu- 
ously for several years. However, the 
stock market has a way of ignoring 
such more-than-twice-told tales when 
the general price structure turns soft. 
And that is often the time when they 
are most advantageously remembered. 
Moreover, Sheraton may be entering 
a new phase, in which the fruits of 
past management efforts could be- 
come far more clearly apparent. 

As you probably know, Sheraton 
is one of the largest hotel chains (55 
units) in the world. Its annual sales 
volume exceeds $200 million of which 
room rentals, restaurant 


are 


operations 


by JOHN W. SCHULZ* 


and miscellaneous 
operations each 
contribute about 
one third. Of the 
latter category, 
about half the vol- 
ume comes from 
an industrial man- 
ufacturing subsid- 
iary. 

Comparing this $290-million gross 
with the 1955 gross of just $121 mil- 
lion, suggests a fairly good rate of 
sales growth. No such growth, how- 
ever, is apparent in reported net: $1.32 
per common share in 1955; 59c in fiscal 
1959; an estimated 60c for the fiscal 
year ending April 30, 1961. Neither 
has Sheraton’s formal balance sheet 
reflected much progress. It showed 
net asset value per common share at 
$9.50 a share in 1955 and up to only 
$10.90 as of April 1960. 

What, then, is so interesting about 
Sheraton stock? The point of the 
Sheraton story is that at the heart of 
the company’s business lies a real- 
estate operation. As such it has bene- 
fited from certain tax laws which have 
been in effect since 1954 and which 
allow large non-cash deductions for 
rapid depreciation of real-estate prop- 
erties. The result of these deductions 
is, in effect, to minimize income taxes 
and to understate “reported” earnings 
Thus, during the 1961 fiscal year just 
past, Sheraton probably lopped some 
$3.50 a share in non-cash depreciation 
charges from its operating income. In 
other words, Sheraton’s cash flow 
probably will come to about $4 a 


Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co. Many 
of his opinions are based on analytical tech- 
niques whose rationale and scope were out- 
lined in his columns of May 1 and 15, 1961 
Reprints of these are available from him on 
written request 
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A Growth Company 
Serving 
Growing Industries 


The Board of Directors 
has this day declared a 
quarterly dividend of 
$0.30 per share on the 
common stock payable 
on September 15, 1961 to 
shareholders of record as 
of the close of business 
on September Ist. 
R. E. REIMER 
Executive Vice President 


and Treasurer 


June 30, 1961 
Dallas, Texas 





h. J. Revnolds 


Tobacco Company 
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Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 


| Prince Albert, George Washington 


Carter Hall 
smoking tobacco 





QUARTERLY DIVIDEND 


A quarterly dividend of 7Sc 
per share ‘has been declared 
on the Common Stock of the 
Company, payable September 
5, 1961 to stockholders of rec- 
ord at the close of business 
August 15, 1961. 
WILLIAM R. LYBROOKk, 
Secretars 
Winston-Salem, \. C 
July 13, 1°61 


Sixty-one Consecutive Yeors of 


Cash Dividend Payments 
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share. This sort of thing has been 
going on for some six years now, and 
during that time cash flow has added 
up to over $25 a share. In the current 
fiscal year, another $4-plus will prob- 
ably be added. Obviously, in the cir- 
cumstances, cash flow is a more sig- 
nificant yardstick of earning power 
than reported net. Unlike the net 
figure, the cash flow figure yields clea: 
evidence of growth. 

But what makes Sheraton’s cash 
flow especially interesting is the fact 
that much of it has been systemati- 
cally reinvested in additional real- 
estate assets which presumably have 
a more readily realizable market 
value than ordinary industrial or 
commercial assets. It should be ap- 
parent, therefore, that the balance 
sheet asset value of the common stock 
is as much an understatement as are 
the figures for reported net. And, 
indeed, according to presumably com- 
petent sources, the estimated ap- 
praisal value of Sheraton’s holdings 
is now around $36 a share, up from 
some $24 in 1955. A year from now, 
the figure should be near $40 

So, with Sheraton common around 
19, it seems you can buy into the 
business at roughly 50c on the esti- 
mated asset dollar and about five 
times indicated current cash flow. 
Everything considered, this is prob- 
ably a fair valuation, although it may 
be that the estimate of a 50°; discount 
is somewhat excessive. At any rate, 
you could reasonably assume that 
there is little price risk, on funda- 
méntal grounds, at these prices. 

Naturally, there is no 
that Sheraton’s favorable tax status 
will not go by the board during a 
major revision of the tax structure. 
And it is quite possible that proposed 
changes in the treatment of expense 
account deductions would have an 
adverse bearing on Sheraton’s sales 
volume. More important, however, 
is last year’s legislation which makes 
possible the establishment of real- 
estate investment trusts along mutual 
fund lines. This new tax development 
may lead to a radical change in 
Sheraton’s corporate structure, con- 
ceivably to a semiliquidation involv- 
ing sale or spin-off of certain of its 
assets. Such steps, in turn, could 
serve to shrink the large discount 
from appraised asset values and to 
make underlying earning power more 
clearly apparent. 

Here, then, is a possible motive for 


assurance 


If you would like to take advantage of 
opportunities for capital gains in TODAY'S 
Stock Market, and your financial circum- 
stances permit, Babson’s can be of great 
help to you 


Through 5 Booms, 5 Panics, 2 World Wars 
and 14 Administrations Babson’s has 
protected and profitably served hundreds 
of thousands of investors 


We believe we have spent more money 
seeking stocks which Make Money Grow 
for clients than any other Advisory Service 


Our 56 years of continuous service under 
one management is unmatched in the 
investment advisory field 


We will be pleased to show you how we 
can help YOU to Build Capital, Protect 
Principal and Frovide Income. Simply 
send us your: 


NAME 





ADDRESS 





clared the regular 
dividend of $1.06'4 per share 
on the $4.25 Cumulative 
Preferred Stock cf the com- 
pany, payable August 15 
1961 to stockholders of 
retents) record August 1, 1961 
> LEO JAFFE 
First Vice-Pres. & Treas 


« York, July 14, 1961 


quarte rly 


BABSON’S 
REPORTS Inc. 


Wellesley Hillis 81, Mass. DEPT. F-126 


wL Onignnal Bab som fy stiw 


another bull market in Sheraton com- 
mon. (There are now about 5.5 mil- 
lion shares outstanding, subject to 
some dilution from warrants and con- 
vertible debentures, and preceded by 
about $176 million long-term debt.) 
(CONTINUED ON PAGE 46) 
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All 33 VITAL 
INDICATORS 


FROM ONE SERVICE! 
WE FOLLOW: 

VOLUME MOMENTUM 
THE ODD-LOT INDEX 
CONFIDENCE INDEX 
DOW THEORY SIGNALS 
INSIDER TRANSACTIONS 
BROKERS’ CREDIT INDEX 


PLUS 27 OTHERS! 
SURVEYED, ANALYZED, AND 
FULLY DISCUSSED IN EACH 

ISSUE OF THE 


STOCK MARKET 
INDICATOR DIGEST 


Our subscribers include hundreds 
of Investment Firms—Funds—Banks 
—Brokers—and substantial Traders 
who know the remarkable accuracy 
record these Indicators possess, espe- 
cially when a majority of them 
agree—as they are now doing! 
SPECIAL TRIAL OFFER. ACT NOW! 


INDICATOR DIGEST, Inc. (Dept. F-81) 
475 White Plains Road, Eastchester, N. Y. 
1 am enclosing (check one) 
Cj = months service 
} $32—1 yr. Charter Subscription with 
Special Supplements 
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TRY THE WALL 
STREET JOURNAL 
GET-AHEAD PLAN 


$7 STARTS YOU 


You are living in a period of far-reaching 
changes. New inventions, new industries 
and new ways of doing business are 
creating opportunities for men who want 
to get ahead. 

It will pay you to find out about these 
things. One place to find out is in the 
pages of The Wall Street Journal. You 
probably think The Journal is just for 
millionaires. That is WRONG. The Jour- 
nal is a wonderful aid to salaried men 
making $7,500 to $25,000 a year. It is 
valuable to owners of small businesses. 
It can be of priceless benefit to ambi- 
tious young men who want to earn more 
money. Said one subscriber, “I read The 
Journal every morning and apply its 
lessons to my own business. I call this 
my ‘get-ahead’ plan.” 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast. 
It costs $24 a year, but you can get a 
Trial Subscription for 3 months for $7. 
Just tear out this ad and attach check 
for $7 and mail. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM 8-1 
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by GEORGE J. HENRY 


Random Thoughts On Europe 


IN my last article, “Europe United,” 
I discussed in broad outline the pos- 
sibility of the United Kingdom's going 
into the European Common Market. 
I picked a few stocks which I con- 
sidered to be of merit in any case, 
but which should benefit from the 
possible merging of the Inner Six and 
Outer Seven. Letters and telephone 
calls received would indicate such an 
interest in this topic that ! should 
like to elaborate on some of the im- 
plications. 

To begin with, I mentioned that the 
British market in general would seem 
to be more realistically valued than 
other markets. Of course, I was re- 
ferring to the downward readjustment 
of prices which had been taking place 
from mid-May and has continued 
since. Britain is going through one 
of her periodic economic crises and 
uncertainty as to what steps the gov- 
ernment could take to improve the 
position was largely the cause of the 
downward markets. The present crisis 
would appear to be less serious than 
crises of previous years. When mar- 


| kets deteriorate sharply in anticipa- 


tion of government measures of a 
deflationary nature, the old adage 
usually applies that the egg is always 
hotter when it is boiling than when 
it is eaten. In any case, in order to 
prevent Britain’s position from dete- 
riorating, means will have to be found 
to increase productivity without infla- 
tionary pressure being aggravated. In 
the past, remedies were taken which 
tended to reduce inflationary pres- 
sure and to improve the balance of 
payments, but at the same time to 
curb over-all productivity. Remedies 
of this type achieved their immediate 
objective of increasing the sterling 
areas’ currency reserves, but failed to 
tackle the fundamental problem of 
productivity. 

There is a small but increasingly 
vociferous school of thought which 
believes that in order to tackle Brit- 
ain’s long-term problem, every means 
should be found to increase produc- 
tivity and a gamble should be taken 
which might have a temporarily ad- 
verse effect on the overseas balance 
of payments position. Irrespective of 
exactly what remedies will be chosen 
on this occasion, it is essential that 
means should be found to improve 
productivity and, while uncertainty 
always tends to depress markets, in- 
vestors should not be afraid of the 
staple producers’ future in the United 
Kingdom in the long run. 


Many ‘French 
industrialists were 
afraid, at the in- 
ception of the 
Common Market, 
of being unable to 
meet competition 
from other mem- 
bers of the Common Six, especially 
from Germany. The experience of the 
last two years shows that they fared 
much better than they anticipated. 
Partly because of an expanding mar- 
ket and consequently increased over- 
all demand, and partly because they 
succeeded more than they imagined 
in competing both in cost and prices, 
they have actually increased their 
profits. Because of this experience, I 
would like to make it clear that while 
overseas competition may put cer- 
tain industries in England at a dis- 
advantage against their Common 
Market competitors, this does not 
necessarily mean that they will suf- 
fer. However, it does mean that cer- 
tain European companies will benefit 
a great deal from having the British 
markets opened to them. 

In the field of textiles, producers of 
finished goods in England may find it 
difficult to face up to Italian competi- 
tion. But British worsted manufac- 
turers can expect to benefit by having 
the Common Market opened to them. 
In the field of rayon and artificial fi- 
bers in general, the Italian giant in this 
field, Snia Viscosa, should benefit from 
an entry to the English market and 
the markets of Britain’s partners in 
the Outer Seven. Shares of Snia 
Viscosa are traded in the over-the- 
counter market in New York in the 
form of American Depositary Receipts. 
They are currently selling at about 
1344. Last year, a dividend of 21 cents 
was paid out of earnings of approxi- 
mately 3lc. However, earnings are 
probably very much understated by 
published figures. The company 
showed operating profits of $13.4 mil- 
lion in 1957, compared with $18.7 mil- 
lion in 1959 and $23.6 million in 1960. 

The company owns and operates 12 
factories in Italy and has important 
subsidiaries abroad, including those 
in Spain, Argentina, Brazil, and Mexi- 
co. Working arrangement for the 
production of certain of its fibers in 
the U.S. has been made with the Al- 
lied Chemical Co. Snia Viscosa will 
furnish Allied Chemical with a great 
deal of the plant needed and will give 
technical assistance. During the last 
few years, Snia Viscosa chemical pro- 
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Pencil Set for new savings of 
$1,000 or more. (Or send for 
folder listing other FREE gifts.) 


* Resources over '/ billion dollars — largest asso- 
ciation in Northern California * Reserves over 
$24 million, 30 times larger than national average, 
over double legal requirements * Accounts insured 
to $10,000 by permanent U.S. Government agency, 
Washington, D.C. * Over 125,000 individuals, 
corporations, trusts and organizations save with us 
*For over three-quarters of a century, not one of 
our accounts has ever lost a penny * Funds post- 
marked by 10th earn from Ist 
GIFT UNAVAILABLE S.F BAY AREA 
Air postage paid both ways 
Open your account now — mail check to 


PIONEER 
INVESTORS 
SAVINGS 


and Loan Association 
Dept. P-20, 1701 Noriega, San Francisco, California 
(Home Office: San Jose) 
MEMBER FEDERAL HOME LOAN BANK 








Public Service Electric 
and Gas Company 
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QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 
ber 30, 1961: 
Class of 
Stock 
Cumulative Preferred 
4.08% Series 
4.18% Series 
4.30% Series 
5.05% Series 
5.28% Series 
$1.40 Dividend 
Preference Common . 35 
Common... » lan .50 


Dividend 
Per Share 


- $1.02 

- 41.045 
1.075 
1.2625 
1.32 


All dividends are re on or 
before September 30, 1961 to 
stockholders of record August 


31, 1961. J. Invinc Kisse 
Secretary 
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duction tended to increase faster than 
its artificial fiber business. Snia Vis- | 
cosa is not only the European leader | 


| in this industry, but one of the largest 
industrial enterprises on the continent. | 
Another industry in which Euro- | 
| pean competition may be felt keenly | 
| in England is that of light electrical 
Here the primary benefici- | 
| ary is expected to be Philips Lamp | 
of Holland. For a long time Philips | 
| has been the favorite foreign invest- 


ment of American investment trusts 
and, over-all, probably has been the 


| most popular overseas investment for | 


the American public. The shares are 
currently selling at around 135 as 


| against last year’s peak of about 185. | 
| Though this comparison disregards the 
| 5% stock dividend which has been | 


paid since the high, the decrease in 
price reflects the slowing down the 


| company has experienced in its growth 
| rate during the last two quarters of 


1960. 

During the first part of this year, 
profits have actually fallen behind the 
1960 levels. The company is having 


| some setback in its sales and profit | 
| margins in Germany and England, as 


well as, to a lesser extent, on the 
other parts of the continent. This set- 
back is regarded as temporary by 
officials of the company. It has been 
somewhat aggravated by the upward 


| revaluation of the florin and the Ger- 


man mark. Up to 1960 the sales 
growth has been extremely impres- 
sive: 16% in 1959, 18° in 1955-56. In 
1960, however, the rate decreased to 
14%. Officers of the company antici- 
pate future growth at an annual rate 
of 10% -12°. 

In my opinion, in view of the poten- 
tialities of the market and of the fact 
that an increase in the standard of 
living in many European countries 
will show a proportionately greater 
increase in products in the electrical 
field in which Philips specializes, this 
estimate may well turn out to be too 
conservative. The London Times, in 
a very interesting article last year, an- 
ticipated that Philips’ volume. of pro- 
duction should rise 400°; during the 
next decade. At the current price the 
stock yields a meager 1.6% on last 
year’s cash dividend, but a 5% stock 
dividend has also been paid during 
each of the last three years. With 
earnings at the rate of about $6.50-$7 
per share and prospects such as Phil- 
ips has, it should turn out to be a 
very sound long-term holding. How- 
ever, I must point out that inter- 
national stocks in general, and Philips 
in particular, have in the past shown 
a not unnatural tendency towards 
wide fluctuations at times of 
national political unrest. 
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showing daily action ..°5 


The best chart value of all. You get one com- 
plete set of 382 line charts—one chart for each 
stock listed below, plus 10 additional especially 
active stocks to be chosen at press time. Each 
*up-to-date chart shows daily high, low, close 
& volume for a charted period of app. 8 
months. (Each chart also shows a “200-day 
moving average’”’ line.) 
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‘All charts are brought up-to-date after the 
markets’ close every Friday. Your one com- 
plete set of up-to-date charts will be mailed to 
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receipt of coupon below. Your total cost is 
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(Introductory Offer—New Subscribers Only.) 


| TRENDLINE CORP. 
| 82 Beaver St., New York 5, N.Y. 


Please send me the 382 STOCK CHARTS 
| I have enclosed $5 
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LARGEST 


1 
pays you Ai on savings 


DIVIDENDS PAID QUARTERLY at 4%% cur- 
rent annual rate + World-wide savings service for 
170,000 individuals, corporations and trusts in 50 
states, 76 foreign countries «+ Same, sound man- 
agement policies since 1925 + $40,000,000 reserves 
+ Assets over $650.000,000 + Accounts insured 
by Federal Savings & Loan Insurance Corp. « Man 
and wife can have up to $30,000 in 3 fully insured 
$10,000 accounts ‘2 individual and 1 joint) « 
Funds received by 10th, earn from Ist + We pay 
air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 
FREE FINANCIAL GUIDE: “The California Story” 


contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 


California Federal Savings & Loan Assn 
Box 54087, Terminal Annex, Los Angeles 54, Calit 


Please send free ‘The California Story’ and 
Cal Fed MAIL-SAVER |, to 

Name 

Address _ 

Cpe Zone 

(C Funds enctosed in amount of $ 





Ty. ROWE PRICE 
GROWTH STOCK 
FUND, IMC. 


BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1%. 
Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 
y, 








BEFORE THE STOCK MARKET REACTS .. . 
learn of 
REVOLUTIONARY 
NEW PRODUCTS 


now being perfected by listed and OTC companies 
before carnings are affected. WRITE TODAY for free 
brochure describing this unique service 
SCIENTIFIC REPORTER 


Drawer 245A, Cambridge, Maryland 
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THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 


is starting its 31st year. The reason... 
is a (Not an advis- 
or free brochure F18. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park sien illinois 
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THE FUNDS 


Portfolio Management: 
BUYING THE AVERAGES 


“You can’t buy the averages,” says 
the Wall Street cliché. But holders 
of Founders Mutual Fund (assets: 
$76 million) and Corporate Leaders 
Trust Fund Certificates, Series “B,” 
(assets: $62.7 million) have come 
pretty close to investing in the aver- 
ages. These so-called “fixed port- 
folio” funds put all of their money 
into an agreed-upon set list of blue- 
chip stocks. Although Founders Mu- 
tual’s trust indenture does provide a 
procedure for changing the portfolio. 
the fund has not chosen to do so in 
the 23 years it has been in operation. 


Fully half of the 40 issues it invests in : 


can be found in the Dow-Jones list. 
No less than 22 of Corporate Leaders’ 
28 stocks are D-J index issues. 
Actually, the two funds are an 
anachronism—a _ throwback to the 
Thirties when the unit trust was in 
its heyday. Then, investors were dis- 
iliusioned with the “professional man- 
agement” whose funds had come 
through the Great Crash no better 
than anyone else. New formula: pick 
big companies to begin with and stick 
with them; eliminate the chance of 
human error by eliminating manage- 
ment. With no management there is, 
of course, no management fee, al- 
though the sponsors do charge off 
some of their expenses and the dis- 
tributors levy the usual sales load. 
How well have the two funds done? 
Quite well in one case, not so well in 
the other. Since the beginning of the 
bull market in 1953, Founders has 
outpaced the D-J industrial average 
by 38°,, while Corporate Leaders has 
lagged 9°; behind the D-J index. 
Why the difference? Basically, be- 
cause of different investment methods. 
Founders Mutual divides its invest- 
ment equally on a dollar basis, thus 
getting the advantages of dollar-aver- 
aging. “We’re now getting two shares 
of depressed Chrysler for what one 
cost 18 months ago,” says Lowell O. 
Collins, President of Founders’ dis- 
tributor and sponsor company. “If it 
bounces back—and we think it will— 
we'll have a nice gain,” adds he. 
Corporate Leaders, however, buys 
equal share amounts of each of its 
holdings, unloading the new shares if 
one of its stocks splits. Thus it has 
tended to water down its holdings in 
some of the better-acting issues. Cor- 
porate Leaders’ system deprives it of 
the advantages of dollar-cost averag- 
ing in cyclical issues. 


| 
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A diversified, closed-end 
investment company listed on the 


New York Stock Exchange 


MID-YEAR REPORT 
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Of GROUP SECURITIES, INC. 
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In an era when scientific manage- 


ment of funds is the rage, the fixed- | 


portfolio funds would seem to have 
limited appeal. But John M. Temple- 


ton, whose Templeton, Damroth Corp. | 
distributes four different funds, says | 


that Corporate Leaders is still his sec- 


ond best seller, although its popularity | 


is declining. “We recommend CL for 


people who want the safety of invest- | 


ing in America’s largest companies,” 
says he. “For most people, though, 
we'd suggest another fund.” 


Sales: 
PROOF POSITIVE 


Wir final figures available for 1961's 
first half, veteran fundmen once more 
had statistical proof of a trend they 
have been aware of for some time. 
Namely: mutual fund redemptions 
rise with a rising stock market, drop 
if the market falls. In 1961’s rising 
market investors cashed in $649 mil- 
lion worth of shares—a record 642% 
of the funds’ net assets when pro- 
jected on an annual basis. In the 
slipping market of 1960's first half they 
redeemed only $445 million worth. 
Equally interesting was the fact that 
1961 redemptions averaged $112 mil- 
lion a month for the first five months 
of the year as stocks moved toward 
their mid-May peak. But in June 
the market gave up some of its gain, 
and redemptions slumped to only $91 
million. In a bull market, the re- 
demption-minded are lured by the 
high price they can get for their 
shares and by seeming opportunities 
to get rich more quickly elsewhere. 


If stocks turn down, they seem more | 


impressed with the down-side protec- 
tion mutual funds claim to offer. 
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is the Market Headed for 


650 ...or 750 in The Dow Jones? 


Investors across the nation are currently very concerned with the apparent indecision of the Dow Jones 
Industrial averages. Abrupt declines and sporadic recoveries have put most investors in an extremely 
cautious mood. Despite breaking 700 in April the long expected ‘‘summer rally’’ has failed to materialize 
Does this failure indicate trends of weakness? Or can we expect a delayed resumption of the uptrend? 

To spot critical turning points while there is still time to act—and profit—the technical analysts at 
Investors Research developed an exclusive Multiple Trend Analysis—a complex battery of tools including 
14 prime market condition indicators. This continuing analysis now points to some very definite conclu- 
sions as regards market action for the new year. If, within the last 2 weeks, you have wondered when to 
turn your profits into cash, you are urged to accept the Special Offer described below 


ACT NOW: Send just $1 today to receive a special report on current market action plus our bonus 

* bulletin “‘A Positive Investment Program.’’ Included in this special offer is a full 5 
week trial subscription to the complete IR market service covering over 500 stocks and 45 key industry 
groups. Just mail the coupon below 


INVESTORS RESEARCH” 


Company (Dept. F-107) 

e@ © : analysis, bonus bulletin and five 
922 Laguna Street week trial subscription. Enclosed 
Santa Barbara, Calif. is $1 


Please airmail special market 


Name 
Address 


*Serving Investors in 50 States and 20 Foreign Nations. 





TENNESSEE GAS 


TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The Board of Directors has declared a 
quarterly dividend of 28¢ per share on 
the Common Stock, payable September 
12, 1961, to stockholders of record on 
August 18, 1961. 


DIVIDEND 
NO. 56 





H. F. ABY, Secretary 











BIGGER, MORE USEFUL THAN EVER... 
47th Annual Edition FINANCIAL WORLD’S 1961 


TO OVER 2050 COMPANIES ano THEIR stocks 


Expanded this year to 328 pages—more stocks and more facts 
increase the value—but not the price—of this prime source of in- 
vestment information that so many thousands of stockholders find 
indispensable. More than 2,050 stocks, indexed for quick reference, S$ 

give all the basic facts and figures you require to determine the 5 or FREE 
real investment value of every stock listed on the New York and 


American Stock Exchanges. 
with offer below 
NOWHERE ELSE JUST PUBLISHED! 
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CAN YOU FIND... 
more quickly, more easily, 
or at lower cost, so much 
vital data about the listed 
stocks—and the companies 
behind them—to aid you in 
making wiser, more profit- 
able investment decisions. 
This outstanding annual 
ready reference pinpoints a 
company’s: 


@ BACKGROUND HISTORY 

@ FINANCIAL POSITION 

@ SOURCES OF REVENUE 

@ DIVIDEND RECORD 

@ 8 YEARS’ EARNINGS RECORD 

@ MERGERS, STOCK SPLITS, ETC. 
@ NEW DEVELOPMENTS 

@ RATIOS, STOCK BOOK VALUE, ETC. 
In addition, you get Finan- 
c1aL Wortvp’s independent 


opinion of future prospects, 
good and bad points, etc. 


ACT QUICKLY<EDITION LIMITED 


Only one edition a year limits supply, so order at once by sending $5 
for the Manual alone, or get it free with a 6-months’ trial subscri tion 
to FINANCIAL WORLD'S complete investment service —all for $12. Your 
$12 brings you: 26 weekly issues of FINANCIAL WoRLD; 6 monthly 
supplements of “Independent Appraisals” rating listed stocks; Advice- 
by-Mail privilege eac a cone Pius the new 328-page ‘‘Stock Facto- 
graph” Manual. (Additional saving: all the above for a full year at only 
$20.) Absolute money-back guarantee within 30 days. 


Dept. FB-81, 17 Battery Place, New York 4, W. Y. 
Please enter my order for the following: 
copies of your 1961 
Manual at $5 each 
© Six months’ Trial Subscription to FINANCIAL 
WORLD’s complete Investment Service, including 
1961 “Stock Factograph’’ Manual—all for $12. 
O One year’s subscription including all the above — 
for only $20. 


“Stock Factograph” 


be eee ear an en enareranaserasanenasanasasenanen 


45 





i a my, SESS 
esi vA 


Southern California : 
Edison Company 


DIVIDE NDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends 


CUMULATIVE PREFERRED STOCK: 
4.08% SERIES 
Dividend No. 46 
25/2 cents per share; 
4.24% SERIES 
Dividend No. 23 
26/2 cents per share; 
4.78% SERIES 
Dividend No. 15 
297/g cents per share; 
4.88% SERIES 
Dividend No. 55 
30'/, cents per share. 


The above dividends are pay- 
able August 31, 1961, to stock- 
holders of record August 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, August 31. 


P.C. HALE, Treasures 


July 20, 1961 





S COLUMBIAN 


CARBON COMPANY 


One-Hundred and Fifty-Ninth 
Consecutive Quarterly Dividend 


A quarterly dividend of 60 cents per 
share on the Capital Stock of the 
Company will be paid September 11, 
1961 to stockholders of record at the 
close of business August 15, 1961. 


RODNEY A. COVER 
Vice-President —-F inance 











SUBURBAN PROPANE 


GAS CORPORATION 
62nd 
CONSECUTIVE 
QUARTERLY 
DIVIDEND 
Common Stock—728c per share 
Payable August 15, 1961 to stock- 
holders of record August 1, 1961. 


R. GOULD MOREHEAD, 
Financia! Vice President 
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cant, not generally appreciated point: 
there’s “more” to North American 
than the production of aircraft. For 
example, the company’s autonetics 
division, the source of $265-million 
sales last year, is undoubtedly the 
most profitable division of the busi- 
ness. This division produces some- 
thing like 25% of the guidance and 
flight control systems for the Minute- 
man ICBM. In addition, it produces 
the marine navigation equipment for 
the Navy’s Polaris submarines. In 
like vein, it’s not generally appreci- 
ated that the company’s Rocketdyne 
division, the source of $176 million of 
last year’s sales, has provided the 
first stage boosters for all of the coun- 
try’s ICBM missiles except the Titan. 

In my opinion, North American's 
earnings for the year ending Septem- 
ber 30 may be in the area of $3.75 
per share as compared with $2.87 in 
fiscal 1960. Furthermore, the back- 
log now is in the area of $936 million 
vs. $892 million in February and $659 
million in February 1960. I believe 
the stock is an attractive speculation. 

In a sense, the market these past 
weeks and months has been digesting 
the spring advance, ridding itself of 
the individual issue indigestion and 
taking a second look at the business 
recovery. The latter is on schedule, 
and the March quarter earnings re- 
ports may represent the low point for 
at least the next 12 months. Thus 
the evidence points more to an inter- 
lude than a climax. The big change 
probably has been more in the time 
table than in the direction. 


SCHULZ 





(CONTINUED FROM PAGE 41) 


Interestingly enough, the technical 
evidence that we can extract from 
our Point & Figure chart tells pretty 
much the same story. Since early 
1960 the price action has traced out 
the characteristic profile of a reversal 
base, similar to many such structures 
I’ve shown in earlier articles. In this 
instance, the action suggests that the 
major downtrend from the 1959 high 
at 24 has ceased and should yield to a 
new major uptrend. (The chart on 
page 40 has not been adjusted for small 
annual stock dividends.) As the chart 
shows, Sheraton made its 1960 low at 
16 in August-September, somewhat 
ahead of the DJI. Since then its price 
movement has established a sequence 
of intermediate-trend highs (columns 
2 and 3) and lows. 

In a major-trend perspective, the 


stock continues to lag the generab 
market in that it has yet to exceed its 
1959 high. But I cannot at this time 
find any technical indications in the 
chart that would suggest a renewal of 
the major downtrend—that is, a de- 
cline through the trading range at 
16-19 which has prevailed for most 
of the past 18 months. My conclusion 
is that speculative purchases made in 
the upper teens ought to carry rela- 
tively light reaction risks, at least for 
the near or intermediate term. 

Accordingly, there is in my opinion 
ample justification for emphasizing 
the theoretical major-uptrend impli- 
cations of the substantial 1960-61 base 
structure. Measured by classic P&F 
technique, this base spans 11 columns 
of price-reversal action on the $17 
level (from column 1 to column 3) 
and thereby suggests an uptrend po- 
tential visualized by the target 
(shaded circle) at 28. 

At that price, I might note in pass- 
ing, the stock would sell at about 70° 
of the appraised asset value estimated 
for the end of the current fiscal year, 
which would be roughly in line with 
the discounts prevailing at the two 
earlier bull market peaks of 1955 and 
1959. 


HENRY 





(CONTINUED FROM PAGE 43) 


In the auto industry, Fiat consid- 
ers its chances of capturing a larger 
portion of the British market to be 
pretty good. Among English producers, 
Jaguar, with its higher priced status 
car which has so long been hampered 
in the European market by tariff 
walls, should do well. In any case, 
Jaguar is in a rather interesting posi- 
tion inasmuch as its sales should be 
less affected by cyclical considerations 
than those of most other companies. 

In the mass production field, Brit- 
ish Motors’ huge capacity should be a 
deciding factor in making good what- 
ever BMC may lose in domestic sales 
by increased exports to Europe. The 
stock is currently selling at around 
$2 per share. ADRs exist on the basis 
of one ADR for ten English shares; 
thus they are quoted around $20 per 
share. The company is the result of 
the merger of the Austin and Morris 
group of companies and produces the 
M.G. and the Wolsley cars, as well as 
a full range of Austins and Morrises. 
Last year the company paid a divi- 
dend of 14c out of earnings of 35c, 
both before British income tax. While 
this rate of earnings cannot be ex- 
pected to be maintained for the cur- 
rent year, future prospects would ap- 
pear to make the price of this stock 
look very attractive. 


Forses, AuGusT 1, 1961 
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cheap and efficient service, but also 


to continue profitable operations in | 
an industry which today needs pro- | 
fessional management, access to capi- | 
tal and all the facilities that are | 


necessary in this modern world. 
I don’t think any business that 


merged with or sold out to Suburban | 


was “coerced” or has any regrets. The 


company itself is still a “small busi- | 


ness” by today’s standards, struggling 
to grow in a highly competitive field. 
These people started with nothing 
and in the best American tradition 
they got where they are through sheer 
ability and hard work, not through 
ruthlessness. 

Announcement of the Justice De- 
partment’s action caused the price of 


Suburban Gas stock to decline to a | 


low of 2334, the 1961 high having been 
4114. Suburban is going to fight this 
suit tooth and nail, making every ef- 
fort to keep legal expenses to a mini- 
mum. I consider the stock a good buy 
in the mid-20s. 

For a speculative commitment I 
suggest United Fruit (26). The com- 
pany was having enough trouble even 
without an antitrust suit which was 
settled by a consent decree in 1958. 
This former blue chip has suffered 
just about every conceivable adver- 
sity—trials and tribulations that can 
fill a book. The stock never partici- 
pated in this greatest of all bull mar- 
kets. Instead it plunged from a high 
of 7358 in 1951 to a 1960 low of 14%. 
Meanwhile the dividend rate was re- 
duced with frightful regularity from 
$4.50 a year to 50 cents at present. 
Now under new management, the 
president being a lawyer (for almost 
obvious reasons) and the executive 
vice president the former president of 
Minute Maid, United Fruit now seems 
to be once again on the way up. 

Profitable operations were restored 
in the first quarter (net 2c a share) 
and the June quarter is believed to 
have been substantially better, possi- 
bly 70c a share or more. It might be 
prematurely optimistic to multiply 
this figure by four to arrive at the 
present rate of earnings. This finan- 
cially sound company appears to have 


regained control over its problems | 
and to be in a position to reverse the | 


downward trend of both earnings and 
dividends. I expect United Fruit to 


earn between $1.50 and $2 a share in | 


1961. The dividend may be raised 
from 50c to $1 within a year. 
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ON THE 


TH 0 U G HTS BUSINESS OF LIFE 


Begin, be bold and venture to be 
wise. —HOoraAce. 


It is strange that men should see 
sublime inspiration in the ruins of an 
old church and see none in the ruins 
of a man. —G.K. CHESTERTON. 


The pursuit of truth shall set you 
free—even if you never catch up with 
it CLARENCE Darrow. 


The happiness of life is made up of 
minute fractions—the little, soon-for- 
gotten charities of a kiss or smile, a 
kind look, a heartfelt compliment, and 
the countless infinitesimals of pleasur- 
able and genial feeling. 

—SAMUEL TAYLOR COLERIDGE. 


No man can ever end with being 
superior who will not begin with be- 
ing inferior. —SIpNEY SMITH. 


Who is it 


am? 


can tell me who I 
—SHAKESPEARE. 


that 


Life should be a continuing search 
for those people, those ideas and those 
causes to which we can gladly and 
wholly give ourselves. 

—WILL1AM G. SALTONSTALL. 


Education is an ornament in pros- 
perity and a refuge in adversity. 
— ARISTOTLE. 


Let a man once overcome his selfish 
terror at his own finitude, and his 
finitude is, in one sense, overcome. 

GEORGE SANTAYANA. 


The most exhausting thing in life is 
being insincere. 
-ANNE Morrow LINDBERGH. 

The great question which I have not 
been able to answer, despite my 30 
years of into the feminine 
soul, is “What does a woman want?” 
—~SIGMUND FREUvD. 


research 


Recipe for success: Be polite, pre- 
pare yourself for whatever you are 
asked to do, keep yourself tidy, be 
cheerful, don’t be envious, be honest 
with yourself so you will be honest 
with others, be helpful, interest your- 
self in your job, don’t pity yourself, 
be quick to praise, be loyal to your 
friends, avoid prejudices, be inde- 
pendent, interest yourself in politics 
and read the newspapers. 

—BERNARD BARUCH. 


No idea is so antiquated that it was 
not once modern. No idea is so mod- 
ern that it will not some day be anti- 
quated. To seize the flying thought 
before it escapes us is our only touch 
with reality. —ELLEN GLASGOW. 


Men are not against you; they are 
merely for themselves. 
—GENE FOWLER. 


Happiness is not having what you 
want, but wanting what you have. 
—HyMAN JUDAH SCHACHTEL. 


without conscience is a 
—Rosert G. INGERSOLL. 


Courage 
wild beast. 


B. C. FORBES 


There is both a right and a 
wrong kind of contentment. No 
young man making his way in 
the world should be content 
with his achievements. He 
should ceaselessly struggle to 
excel. During the thick and heat 
of the battle of life, contentment 
can be suicidal. Contentment 
can be an admirable attribute 
when we approach old age. But 
all through life there is a wrong 
as well as right species of con- 
tentment. We must be vigilantly 
on guard against the wrong 


kind. 


‘Tis not the dying for a faith that’s 
so hard ‘tis the living up to it 
that’s difficult. 

WILLIAM MAKEPEACE THACKERAY. 


Let no man be sorry he has done 
good, because others have done evil. 
If a man has acted right, he has done 
well, though alone; if wrong, the sanc- 
tion of all mankind will not justify 
him. —Henry FIELDING. 


It is a sure sign of an improved 
character if you like paying debts as 
much as getting money. 

—C. G. LICHTENBERG. 


Against the partisan slogans, the 
Pollyanna faiths, the self-righteous 
nationalism of our time, the night- 
mare art and beatnik poetry, the erot- 
ic stage, the violent television, the 
perpetual adolescence of the screen, 
there is perhaps no full protection. 
But the best I know is that habit of 
detached and critical reflection which 
belongs to the philosophical spirit. 

—BRAND BLANSHARD. 


A pleasure is none the less a pleas- 
ure because it does not please forever. 
—W. SoMERSET MAUGHAM. 


When desperate ills demand a 
speedy cure, distrust is cowardice and 
prudence folly. —SAmMuUEL JOHNSON. 


Industry must be conducted with the 
realization that the business of Amer- 
ica is not business—it is freedom. 
Freedom is the right to do what we 
ought. —Epwarp L. STEINIGER. 


The use of money is all the advan- 
tage there is in having money. 
—BENJAMIN FRANKLIN. 


Modern man has tried the suspense 
of believing nothing, and because sus- 
pense is soon unbearable, he has end- 
ed by believing almost anything. 

—Dr. Georce ARTHUR BUTTRICK. 


He that would make his own liberty 
secure must guard even his enemy 
from oppression. —THoMaS PAINE. 


The more help a man has in his 
garden, the less it belongs to him. 
—WILLIAM H. Davis 


Knowledge and human power are 
synonymous, since the ignorance of 
the cause frustrates the effect. 

—FrRaANcIS BAcoNn. 


People talk fundamentals and super- 
latives and then make some changes 
of detail. 

—QOLIVER WENDELL HOLMES JR. 


Love is an endless mystery, for it 
has nothing else to explain it. 
—RABINDRANATH TAGORE. 


More than 3,000 selected “Thoughts 
available in a 537-page book. Regu- 
lar edition, $5. 





Text... 


Midland 


A 


nt in by Doyle Kelley, 


lexas. What's your favorite text ? 
\ 


Forbes book is 


senders of texts used 


presented to 


Better is a little with righteousness than great 
revenues without right. 


—PrROvERBS 16:8 
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THE CHASE 
MANHATTAN 
BANK 


HEAD OFFICE: 1 Chase Manhattan Plaza, New York 15, N.Y. 


Statement of Condition, June 30, 1961 


ASSETS 
Cash and Due from Banks. 
U. S. Government Obligations 
State, Municipal and Other Securities 
Mortgages. . . 2. « « « 


$1,975,837,187 
1,614,883,362 
438,094,031 

. 226,595,886 
G,3107,7439,a22 
113,171,468 
73,301,495 

. 265,505,136 
68,791,335 


$8,867,580,186 


hoams .« «© «© @ « 


Less: Reserve for Loans . ° ° ° 


Banking Premises and Investment in Realty Affiliates 


Customers’ Acceptance Liability . 
Other Assets 





LIABILITIES 


Deposits . ... . 
Foreign Funds Borrowed 
Reserve for Taxes . . 
Acceptances Outstanding 
Other Liabilities . 
Reserve for Contingencies 


$7,735,265,443 
3,640,076 
45,949,636 
212,221,902 
84,832,952 
19,304,911 





Capital Funds: 
Capital Stock (Par Value $12.50 Per Share) . 


Authorized 14,649,071 Shares 
Outstanding 13,967,554 Shares 


Surplus . ... . 
Undivided Profits . 


$174,594,425 


400,000,000 


131,771,241 706,365,666 


$8,867 580,186 








Ot the above assets $554,576,318 are pledged to secure public deposits and for other 
Surposes, and trust and certain other deposits are preferred as provided by law 
} I | 


Securities with a book value of $64,415,766 are loaned to customers against collateral 


Member Federal Deposit Insurance Cor 











One of a series of advertisements showing the breadth of Douglas experience being devoted to commercial, military and space-exploration projects. 


DC-8 can cross the country in 434 hours, flies 
the Pacific in 814 hours, the Atlantic in 614 


DC-7 was the first airliner to provide 
scheduled non-stop service coast-to-coast. 


DC-6 appeared in 1946. By 1953 the 
‘6's’ were flying more than 500,000 
route miles daily for 27 airlines. 


DC-4 pioneered transocean flight. 
This 4-engine aircraft carried the 
brunt of the Berlin airlift. 


DC-3 — Douglas built almost 11,000 
of these famous 21-passenger air- 
liners. Thousands are still in service. 


Five big steps to a smaller world 


How narrow the oceans have become! How small the world! And how 
quickly the shrinking has occurred! 

Within a generation, man has stopped wondering if he would ever 
fly, and now asks how soon he will land on the moon. 

Douglas, builder of the 5 great ““DC” airliners that did so much to 
shrink the world you live in, is now at work on the great rockets and 
rocket ships which will shrink the solar system 


DOUGLAS 


MISSILE AND SPACE SYSTEMS * MILITARY AIRCRAFT « DC-8 JETLINERS « 
TRANSPORT AIRCRAFT * ANTI-SUBMARINE SYSTEMS * AIRCOMBP e 
GROUND SUPPORT EQUIPMENT 





